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MIDLAND BANK 


LIMITED 
= 


A Complete Banking Service 
The Midland Bank offers exceptional facilities 
for the transaction of banking business of every 
description. It has offices in the Atlantic Liners 
“Aquitania” “Berengaria” “Mauretania” 
and with affiliated banks operates over 2500 
branches in Great Britain and Northern Ireland. 


The offices in Poultry and at 196 Piccadilly are 


specially equipped for the use and convenience of 
American visitors in London. 





= 


Head Office: POULTRY, LONDON, E.C.2 
Overseas Branch: 122 OLD BROAD STREET, LONDON, E.C.2 





LLOYDS BANK 
LIMITED 


HEAD OFFICE: LONDON, E.C.3 


The Bank has over 1,800 Offices in England 


and Wales, and others in India and Burma. 








(3i1st December 1929) (25 = £1) 


DEPOSITS, &c. - $1,765,729,905 
ADVANCES, &c. -  $958,761,265 







The Bank has Agents and Correspondents in all parts of 
the World and undertakes Overseas business of all kinds. 


The Agency of Colonial and Foreign Banks is also under- 
taken and every description of Banking business is transacted. 


The Publisher’s Page 


HE third article in the series by R. D. Bonp will appear 

in the August issue and ‘will concern itself with the general 

subject of how to secure proper credit for losses sustained 

in making out Federal income tax returns. In this article 
Mr. Bond cites the following hypothetical case: 

“Assume an investment in the stock of the A-B Company, the 
cost of which was $1000. In the course of an exariination being 
conducted by bank examiners it was ordered charged off about 
November of 1927, because of the unfavorable showing being made 
by the A-B Company and the uncertainty surrounding the value 
of its capital stock. Again, as in the case of bad debts, it is taken 
for granted that the bank examiners were within their rights in 
ordering the charge-off and that this instance of ordering the stock 
charged off was just another demonstration of the conservative 
policy followed by them. 

“The bank officials, knowing the strict requirements of the 
income tax regulations, were unable to support this item as a 
deduction with sufficient evidence of its worthlessness and accord- 
ingly restored it to income when preparing the bank’s 1927 tax 
return, and also restored the investment to the accompanying 
balance sheet. 

‘“‘Assume additional facts now concerning the $1000 investment. 
During the year 1928 the A-B Company went into bankruptcy 
and, after careful analysis of all the facts concerning the company’s 
state of affairs, the receiver advised the stockholders that although 
it might take some time to convert the assets into cash in order to 
make dividend payments to creditors, it was very evident that the 
creditors would not receive a full settlement and that the stock- 
holders would get nothing. 

“Based upon this good and sufficient information the bank 
claimed the $1000 as a loss when preparing its 1928 tax return.” 

What does the modern bank president do with his day? It 
would be interesting, if it were possible, to sit in the private office 
of a typical bank president and see just how he conducts his daily 
job. An article on this subject by JoonN Waker Harrineton 
will appear in an early issue. Mr. Harrington describes one bank 


president as follows: 
[Continued on page xIv} 
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TAPE READERS PUZZLED. 


“Buyers’ 30” Sends Them to Text- 
books—Record: Rare on Ticker. 


: . Many of the younger men {fn Wall 
é : : Street were surprised yesterday 
afternoon when “‘buyers’ 30" ap- 


Bz j peared on the ticker tape, and there 

was a scramble for textbooks with 

d n which to: solve the puzzle. The 
phrese appeared in connection with 


a sale of a 30-day option of 2,000/4 


’ : shares of Briggs Body at 62%. 
Limited oty at 


Head Office: 54 LOMBARD STREET, 


LONDON, E. C. 3. PUZZLES 


F. C. GOODENOUGH 

Chairman Like the Above are all Solved 

me in the 
Affiliated Banks ‘ 

BARCLAYS BANK Encyclopedia 
(Dominion, Colonial and Overseas) of 
with over 400 branches throughout P . 

AFRICA, EGYPT, PALESTINE 
AND WEST INDIES Banking 


New York Agency - 44 Beaver Street 


r) 
BARCLAYS BANK (CANADA) Finance 
214 St. James Street West, MONTREAL 


T describes more than 3000 terms 
BARCLAYS BANK (FRANCE) relating to money, credit, banking 
LIMITED practice and history, law, accounting 


Chief French Office: and organization, foreign exchange, 
33, Rue du Quatre Septembre PARIS trusts, investments, speculation, mar- 
’ ’ 


kets and brokerage ; and includes the 
text of such important legislation as 


the McFadden Act, Federal Reserve 
BARCLAYS BANK S. A. |. Act, Federal Farm Loan Act, National 
Piazza ci Spagna, ROME 


Bankruptcy Act, etc. 
Piazza Campetto, GENOA ied 
The information is alphabetically ar- 


THE BRITISH LINEN BANK ranged, and a bibliography is given 


Head Office: EDINBURGH 200 Branches with each important topic, referring 
¥ md the reader to various sources from 


THE UNION BANK OF oe obtain more detailed in- 
MANCHESTER LIMITED 
Head Office: MANCHESTER 166 Branches 


(Branches in all Principal! Cities) 


The Encyclopedia is indispensable to 
the bank executive. 
Representative’s Office: Price $10.00 
44 BEAVER STREET, NEW YORK Sent on approval to any bank 
H. POE ALTON - - Local Director or banker 


Vorld- Wide Banking. Service Bankers Publishing Co. 
on Travel and Trade 71 Murray Street 


New York 
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CREDITO ITALIANO 


Capital. . .. . . Lire 500,000,000 
meets. wc tw tlCUm 300,000,000 
Deposits (as of Dec. 31,1929) ‘“* 7,659,000,000 


HEAD OFFICE: MILAN, ITALY 
112 Branches throughout Italy 


Representative Office in New York: 67 Wall Street 

‘© Paris: 3 Rue Talbout 

‘¢ ** Berlin: Unter den Linden 56 
London Branch: 2, Royal Exchange Avenue, E.C. 3 


AFFILIATED BANKS: 
Banca Cotoniace Di: Crepiro—Asmara and Massaw 
Banca Datmata Di Sconto—Zara, Sebenico, and Spalato 
Banca Nazionace D’ALsania—Durazzo, Tirana, Scutari, Corizza 
Banca Unione D1 Crepito— Lugano and Chiasso 


Banco Itrato-Eciziano—Alexandria, Beni-Mazar, Beni-Suef, 
Cairo, Fayum, Mansura, Minieh, Mitghamr, Tantab 


Banove Itrato-FrancaiseE De Crepit—Paris, Marseilles, Nice, 
Tunis and Grombalia (Tunis) 


IrautiAN Bank oF Cuina—Tientsin and Shanghai 


Every Description of Banking Business Transacted 
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“He sits in a commodious office all by himself. A clean desk is 
before him, a mind as clear of minor details as possible within. His 
secretary is out of sight in an adjoining room, or alcove. He or 
she keeps the president’s schedule, cut up into 15-minute intervals 
and with a blanket commission to enter at any time to remind the 
chief of engagements and arriving callers. Around is a cordon of 
rooms where those of the inner circle wait to furnish facts and 
details, or offer suggestions, when their summons come.” 

How is it that country banks are still able to earn as much on 
their capital, surplus and undivided profits as they did in 1914 
although expenses are greater and gross earnings per dollar of 
loans and investments are less? Vireo P. LEr gives the answer 
on page 9 of this issue in his article entitled ‘““The Revolution in 
Country Banking.” . . . If you want to see what the New York 
Clearing House looked like in August, 1875, turn to page 16... . 
Mr. Bond’s second article, telling how to get proper income tax 
credit for bad debts, appears on page 17 of this issue. . . . How 
I’. H. Houcuton manages the branches of the Cleveland Trust 
Company is told on page 29 of this issue. . . . What are the advan- 
tages of commercial paper from the standpoint of the borrower? 
PRENTICE WELSH gives the answer in his article on page 31 of 
this issue... . 

Amongst Federal paper moneys there are rarities which 
are much sought by collectors. Some of these command large 
premiums. Beginning on page 39 THEODORE J. VENN gives a list 
and description of various paper moneys and the approximate 
prices which they command. ... On page 43 Paun Wi tiarp 
GARRETT gives his idea of what the Federal Reserve is trying to 
do by its policy of easy money. . . . The first article in the new 
series by Paut M. ArKins appears on page 49 with the title 
“When to Buy Bonds for an Investment Account.” . . . Marcus 
NADLER, associate professor, New York University, contributes an 
article to this issue on page 58 entitled “The Rising Trend in the 
Foreign Bond Market.” . . . How a proper system of co-opera- 
tion could increase the rentals and profits of safe deposit depart- 
ments is told in the issue on page 59 by ArNotpD R. Boyp. . . . An 
article on “The Market for Money” by JoHn E. Rovensky 
appears on page 65 of this issue. 
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Editorial Comment 
INHERITANCE TAXES 


Times throw light upon the effects 

of what are known in England 
as death duties, but are here called in- 
heritance taxes. One correspondent 
thus puts forth his case: 


Site recent letters to the London 


“I have recently examined the ac- 
counts of a large agricultural estate of 
over 30,000 acres which I have lately 
inherited. For almost exactly thirty 


years, owing to the protracted illness 
of their late proprietor, they have been 
administered by public trustees ap- 
pointed by the courts. The properties 


are all situated in good agricultural 
areas and have been well farmed and 
properly maintained, and the amount 
applied to the private purposes of the 
owner has averaged less than £1000 a 
year. They constitute, therefore, fair 
evidence about the effects of taxation. 
Since the war, owing to the operation 
of rates, income tax and supertax, they 
have together yielded no income what- 
ever to the proprietor. On the contrary, 
the agricultural estates have received 
some subvention towards supertax from 
the balance of the estate which con- 
sists of some mineral rents and coal 
mining shares. 

“The state now requires what is 
roughly estimated at over £200,000 for 
death duties on the agricultural estate 
alone. If I could hand over some forty 
per cent. of the estate so that the state 
took over the functions of landlord all 
would be well. But I understand that 
though the Finance Act of 1909 pro- 
vided that the Inland Revenue Com- 
missioners might accept land in lieu of 
death duties, a treasury minute later 
ruled that land should only be ac- 
cepted ‘if it could be utilized for some 


public purpose,’ which has nullified this 
provision in practice. Hence the only 
way in which an agricultural estate can 
pay death duties is to use moneys which 
ought to be spent on maintenance and 
improvement in paying interest on 
mortgages, or to sell land in the open 
market if a buyer can be found.” 


Another distinguished correspondent, 
engaged in manufacturing, has an 
equally instructive story to tell. Hear 
him: 


“T am not a policitian or a financier. 
I have been at the producing end all 
my life and am now head of what 
would be called a progressive manufac- 
turing concern. It is a private limited 
company, owned practically by myself 
and my family. We have had almost 
no unemployment; on the contrary, our 
workpeople have increased in numbers 
every year, and within the last seven 
to ten ;years we have started or built 
two additional factories, each of which 
now employs about or over 1000 people. 

“T have paid heavily in income tax 
and surtax every year, perhaps not 
cheerfully but without grudge, because 
one continued to see daylight. When 
the recent budget was explained I 
asked my accountants to prepare for me 
a statement how it would affect us, and 
they have presented it so far as their 
present knowledge enables them. This 
shows that, whereas before the budget 
I had to look forward to an estate duty 
of £196,000, under the new conditions 
on the same estate that tax will now be 
£56,000 more, or £252,000. But that 
is not all. They point out that, if our 
business continues its present progress 
for the next five years and makes an 


1 
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additional average annual profit of 
£30,000, my estate would at the end of 
that time and on the same basis of 
valuation be involved in additional es- 
tate duty of £148,000, even though 
the total increased profit, after income 
tax, had only left me £116,500. Which 
means that, by forging ahead, adding 
new plant, and giving large additional 
employment, my estate would in the 
event of my death at the end of five 
years be the poorer by £31,750, apart 
from the sums I should have to pay in 
surtax. It will take a very heroic spirit 
to continue pioneering under these con- 
ditions! 

“But, apart altogether from the re- 
cent budget, I often wonder if poli- 
ticians realize what it means to industry 
having to hand out these huge sums in 
taxation—especially in the form of es 
tate duties. Is there not a great fallacy 
at the back of it all? Take my own 
case as typical. All the surplus capital 


© KEYSTONE VIEW Co. 


I ever made has gone into the develop- 
ment of my business. I have no money 
elsewhere. Yet I have to look forward 
to my estate paying out some £200,000 
to £400,000 in cash to the government 
in the not remote future. Where can 
this come from but out of the working 
sinews of the business? It means that, 
instead of my allowing things to go 
ahead as they have done, I must now 
‘reverse’ and withdraw from the busi- 
ness much more than the estate duty, as 
surtax has also to be paid on the 
amounts withdrawn to meet the tax 
collector.” 


These statements ought to be worth 
considering by our legislators who are 
engaged in exercising the power of 
taxation as a means of redistributing 
wealth. They might also be studied 
with profit by those economists who 
believe this to be an entirely proper 
use of the taxing power. 


Dr. Enrique Olaya Herrera, president-elect of Colombia, called on President Hoover 


at the White House last month. 


In the group, from left to right, are: 
White, Under-Secretary of State; President Hoover; and Dr. Olaya Herrera. 


Francis 
Military 


and naval aides flank the visitor. 
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FREE TRADE FOR THE BRITISH 
EMPIRE 


HERE is now in progress a 
movement in England which, if 
successful, may profoundly affect 
that country and the other members of 
the British Empire as well as the United 
States. Reference is made to the move- 
ment for free trade within the Empire. 
As this implies a protective tariff 
against other countries, including very 
likely a duty on foreign food imported 
into England, the importance of the 
movement will be recognized. 

For a long time England has heen 
committed to the policy of free trade, 
but during the Great War certain 
duties were imposed and since then, 
under what is called “safeguarding,” 
which is protection in a limited form 
and under a different name, other 
duties have been added. Still, England 
is far from being, as yet, a protectionist 
country. The demand for a protective 
tariff is growing, however, and it is 
likely that upon this issue the next 
great electoral battle will be waged. 

In a recent address before the As- 
sociated Chambers of Commerce of the 
British Empire, Lord Iveagh, the presi- 
dent, gave the following information: 


“The latest available figures, those 
for the year 1927, showed the total 
value of imports into the Empire from 
foreign countries was £1,380,000,000, 
while that of imports from Empire 
countries was £862,000,000. The total 
export trade of the British Empire with 


foreign countries was £892,000,000, 
while exports to countries within the 
Empire were valued at £784,000,000. 
The Empire bought from foreign coun- 


tries half as much again as it sold to 
them.” 


England, despite its position as a 
leading manufacturing nation, imports 
manufactures in considerable volume 
from outside the Empire, and food and 
raw material to a much greater extent. 

The present movement is designed 
mainly to promote trade between the 
constituent members of the British Em- 


pire. At the outset, should this move- 
ment succeed, it would result in pro- 
moting the sale of English manufactures 
to the various dominions, colonies and 
dependencies of the Empire in exchange 
for food and raw materials. 

Viewing the matter solely from the 
British standpoint, some _ interesting 
questions arise. How will a free-trade 
policy affect the manufacturing am- 
bitions of the dominions? Canada may 
find it difficult to admit English manu- 
factures free. They would be offered 
something in return for such a con- 
cession, and that is the taxation by 
England of foreign food admitted into 
that country; provided, of course, the 
English electorate should be more favor- 
ably disposed to such taxation than they 
have been heretofore. 

There is another question of very 
great interest. Would England really 
gain by taxing foreign food in exchange 
for free entrance of her manufactures 
into the colonies, dominions, etc.? By 
putting a tariff on foreign manufactures 
England would reap whatever benefits 
are to be derived from protection of 
this kind. Should the other members 
of the Empire be able to supply food 
and raw materials in a like volume and 
at as advantageous prices as do foreign 
countries, the proposed scheme may 
work well enough, otherwise not. 


THE SECONDARY MARKET 
COLLAPSE 


ASY money has been blamed for 
E the speculation which resulted in 

the secondary crash in Wall 
Street. No doubt it helped. Many 
who had lost heavily in the earlier and 
greater decline saw in the low rate for 
money a possible means of recouping 
their losses. Under the stimulus of 
easy money many securities showed a 
rapid recovery from the autumn slump, 
and as prices went up the public, as 
usual, came into the market. But it 
finally dawned upon those who were 
looking for a return of the hilarious 
times of 1928 and early 1929 that busi 
ness conditions had changed, and that 





THE BANKERS MAGAZINE 


the justification for speculation was 
much less than in the period named. 

There are two significant manifesta- 
tions of this secondary collapse. In 
the first place, it showed that even easy 
money will not of itself long bolster 
up speculation if other factors are not 
favorable. Secondly, one can but be 
amazed that a fresh wave of specula- 
tion should follow so soon after the 
collapse of the autumn; that the child, 
having so recently burned its fingers 
badly, should return to play with the 
fire. 

Philosophers have held up experience 
as being the best means of education. 
Here and there individuals gain valu- 
able lessons from it and are ranked 
among the wise men of the world. 
Whether mankind in general profits 
much from experience is less clear, see- 
ing how often past mistakes are re- 
peated. As the great tragedy of 


1914-18 has not cured the nations of 
war, so it cannot be hoped that any 
disaster in the speculative markets, how- 


© KEYSTONE VIEW CO, 


ever severe, will eradicate from human 
nature the propensity to speculate. 


PROPOSED SURRENDER OF THE 
PHILIPPINES 


sovereignty of the Philippine 

Islands, which came to this country 
as a result of the war with Spain, are 
gaining support in Congress and out- 
side that body. This disposition to 
grant freedom to the Filipinos does not 
arise, in the main, from that love of 
liberty which is supposed to be char- 
acteristic of our people, but originates 
chiefly in a desire to exclude the free 
entry of certain Philippine products 
into the United States. It is doubtful 
if this represents sound conclusions. 
Certainly, the surrender of the Philip- 
pines in exchange for the privilege of 
taxing a few of their products would 
be to pay a huge price to protect the 
American growers of like products. We 
are bound to be large importers of sugar 


Porvesicney” for surrendering the 


A group of bankers who attended a recent conference in Old Point Comfort, Va. 


From left to right: 


C. A. Chapman, president First National Bank of Rochester, 


Minn.; John G. Lonsdale, president MercantileCommerce Bank and Trust Company, 

St. Louis, and president American Bankers Association; William G. Edens, vice- 

president Central Trust Company of Illinois, Chicago; and Fred I. Kent, director of 
the Bankers Trust Company, New York City. 
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and perhaps of tobacco, and to get 
these and other products from Amer- 
ican territory would be preferable to 
depending upon other countries for 
them. 

For a long time the Philippines will 
be exporting raw materials only, some 
of which cannot be produced here at all 
or in sufficient quantity to supply our 
needs. It is of advantage to our manu- 
facturers to have these materials avail- 
able in territory under American con- 
trol. As the Philippines increase their 
prosperity, they will take a growing 
share of our manufactured exports. No 
doubt, if it were known that the Amer- 
ican occupation is to be permanent, 
more capital would be invested in the 
Philippines, the output of raw ma- 
terials greatly increased, and the con- 
tinued prosperity of the islands made 
certain. 

There is a world-wide tendency to- 
ward following the protective policy of 
the United States. Independence for 
the Philippines would afford another 
opportunity of setting up a tariff on 
exports from this country. 


HEADQUARTERS OF THE 
AMERICAN BANKERS 
ASSOCIATION 


of the headquarters of the Amer- 

ican Bankers Association from New 
York to Washington, the administrative 
committee of that organization has acted 
wisely. As the financial center of the 
United States New York is the proper 
place for the headquarters of an or- 
ganization representing the bankers of 
the country. Even if a removal to 
some other city should ever become de- 
sirable. Washington ought to be left 
out of consideration. To begin with, 
that city is of little importance from a 
banking standpoint. It is a center of 
legislative and other governmental ac- 
tivities. And that is precisely the rea- 
son why the American Bankers Asso- 
ciation should never locate its head- 
quarters there. The headquarters should 
remain in a banking atmosphere, and 


I’ refusing to sanction the removal 


not be transferred to a place where the 
chief aim is to promote legislation. 
There are enough of such organizations 
now in Washington, and the American 
Bankers Association has acted wisely 
in refusing to add to their number. 

Instead of further banking concen- 
tration at Washington, the aim should 
be to reduce that which already exists. 
This is especially true of the Federal 
Reserve Board. The composition of 
this body should be radically altered, 
so that the board would be made up 
of bankers and business men selected 
either by the Federal Reserve banks or 
the member banks. The appointment 
of the members of the board by the 
President is wrong in principle and has 
proved unsatisfactory in practice. Wash- 
ington—a center of policital action— 
is the worst possible place for a board 
charged with the powers of the Federal 
Reserve Board. 


THE UNITED STATES OF 
EUROPE 


HE scheme of M. Briand, the 
French Foreign Minister, for a 
Federal Union of Europe has not 
been received with very great enthusi- 
asm on the other side of the water. It 
is generally considered as duplicating 
the League of Nations. Furthermore, 
the plan is condemned as being vague. 
As to the latter criticism, M. Briand 
could well reply but he considered it 
wise to avoid definite proposals until he 
knew how the general idea of a fed- 
eration of Europe was to be received. 
Since the Great War numerous pacts 
have been made, all designed to bring 
the various European nations in closer 
relation. Despite these attempts, they 
are probablv further apart than ever. 
Should the scheme for a United 
States of Europe ever be put into op- 
eration, it might have very important 
effects upon this country, since one of 
the aims of the scheme is to meet the 
growing political and economic power 
of the United States. England, while 
profoundly concerned in affairs on the 
Continent of Europe, does not display 
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linking up her 
destinies with the troubled nations 
across the channel. She has of late 
shown more of a disposition to culti- 
vate closer political relations with the 
United States, while her economic out- 
look is specially directed toward mem- 
bers of the British Empire. 


any enthusiasm for 


A WORLD-WIDE DEPRESSION 


HILE a number of countries 

seem to have escaped the ef- 

fects of the depression from 
which the United States is suffering, 
the depression seems sufficiently wide- 
spread to be called world-wide. It has 
affected Japan, Germany, England, 
Australia and the United States, thus 
encircling the globe. The almost uni- 
versal character of this depression ren- 
ders it difficult to ascribe its origin to 
any one thing in particular. With a 


© KEYSTONE VIEW CO 


situation like the present confined to 
our own country we can lay the blame 
on the opposition party in politics, to a 
high or low tariff, etc. Most of the 
critics here have blamed the Federal 
Reserve System for our troubles. They 
forget the crises of earlier days when 
there was no such thing as the Federal 
Reserve. Then it was the fashion to 
blame the imperfect banking and cur- 
rency of the times. 

But when the depression is so ex- 
tended as at present, one finds difficulty 
in ascribing it to a particular cause. 
All the blame cannot be laid at the 
doors of the Federal Reserve Board. 

President Hoover in a recent address 
suggested the appointment of a com- 
mission to study these alternating 
periods of boom and slump and to 
search for means for alleviating the 
worst effects of a depression. There 


was a time when epidemics of smallpox 


In the basement of the Seaman's Institute, South street, New York City, is a bank only 


en by twelve feet in size in which, durin 
lollars have been deposited by seamen. 


the last decade, six and one-half million 
he deposits in 1928 for safekeeping and 


transmission amounted to $508,365. 
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and typhoid were regarded as un- 
avoidable visitations of Providence. 
We have learned otherwise. May the 
same be true with regard to crises and 
depressions? 


WW 


A TRUST COMPANY TAKES UP 
FARMING 


NUMBER of middlewestern banks 

have become the unwilling owners 

and operators of farm lands dur- 

ing the last few years due to the fail- 

ure of the owners to meet interest pay- 

ments on their mortgages, but the trust 

department of a Jackson, Miss., bank 

has been operating a plantation con- 

taining several thousand acres since 
1924, and doing it successfully, too. 

In 1924 the Merchants Bank & Trust 

Co. of Jackson became the executor 


and trustee of an estate which included 
a delta plantation consisting of several 


thousand acres, E. D. Kenna, assistant 
trust officer of the bank, told the South- 
ern Trust Conference. In reference 
to these lands the will provided that 
the plantation should not be sold, but 
should at the expiration of the trust 
created be turned over to the heirs in 
good condition, and that the trustee 
should under no conditions make ad- 
vances to the tenants from the funds 
of the estate, but that it might employ 
a manager. 

The first problem, that of securing a 
reliable and capable manager, Mr. 
Kenna said, was solved without serious 
dificulty. The second, however, in 
connection with the tenants on the 
plantation, was more difficult. A few 
of them owned their own mules and 
rented the land cultivated, but a great 
majority of them were “share-croppers” 
and used the mules and implements 
owned by the plantation. These the 
company sold to the tenants, taking in 
payment their notes secured by their 
interest in the crop. Then all tenants 


were placed on a rental basis. From 
each tenant the trust company deter- 
mined the number of members in the 
family, the number large enough to 
work, the approximate acreage desired 
and the minimum amount of money it 
would take to keep the family through 
the season. Then the company ar- 
ranged with a local bank to make the 
advances necessary, waiving the land- 
lord’s lien on the crop to that extent 
to secure the bank. 

This plan has worked successfully, 
the local bank never having lost a cent 
on the advances, and the plantation 
showing a substantial profit for all but 
one year. 

In carrying out the plan, a repre- 
sentative from the trust company visits 
the plantation each year about the first 
of March and secures the notes of all 
the tenants for the amounts to be ad- 
vanced to them. These notes are taken 
to the bank, where an account is opened 
for each tenant, who is allowed to draw 
only one check a month and that must 
be countersigned by the plantation man- 
ager, who is under bond. At least 
once a month a representative visits 
the plantation and goes over the entire 
situation with the manager. 

Each tenant is required to grow his 
own feed and all are allowed a garden 
spot and encouraged to grow vegetables. 
Every family is allowed to keep one or 
more cows in the common pasture 
which is maintained. 

The arrangement, according to Mr. 
Kenna, has proved entirely satisfactory. 
The lands have been kept in a good 
state of cultivation and the houses in 
good repair. While, he says, “our 
efforts have probably not been sufh- 
ciently rewarded insofar as fees are 
concerned, but great satisfaction has 
come to us because we know that we 
have kept faith with our departed 
friend. We know that we have been 
true to the trust placed upon us, and 
we have the consciousness of having 
performed a real service to the heirs of 
the estate.” 





The Revolution in Country Banking 


Increased Ratio of Loans and Investments to Capital Has Aided 
Country Banks to Meet Increased Expenses 


By Vircit P. LEE 


1914-16 to $1,247,000 in 1926-28, 


have increased their average ratio 

of loans and _ investments to 
capital from 3.53 to 5.77, or 63 per 
cent. This is easily the most im- 
portant thing that has happened to 
the country banking system since pre- 
war days. It explains first the fact 
that the seven thousand odd country 
national banks earned an average of 
74 per cent. on their investment in 
1926-28 in spite of a considerable de- 
cline in gross earnings per dollar of 
earning assets and an increase in bank- 
ing costs. Second, it partially explains 
the present movement toward con- 
solidation of small country banks. Al- 
though consolidating and combining 
the assets of two or more banks may 
lead to many operating economies, the 
increase commonly obtained in the 
volume of business per dollar of bank 


See 1914 country national banks 


while the average capital was increas: 
ing only from $158,000 to $216,000, 
simply means that the banker can now 
pay an 8 per cent. dividend by earn- 
ing a net of 1.38 cents per dollar of 
his loans and investments, whereas 
he formerly had to have a net margin 
of 2.27 cents to earn 8 per cent. So, 
with a decline of gross earnings per 
dollar of business from 7.44 to 6.93 
cents and an increase of expenses 
from 4.52 to 4.99 cents, the country 
banker is still able to earn from 7 to 
8 per cent. on his investment. . But 
with the 1914-16 ratio of loans and 
investments to capital he would be 
earning only 3 to 4 per cent. The 
table shows the change from the pre- 
war period to 1926-28; Chart I shows 
year-by-year change in earnings, ex- 
penses and losses. 


CuHances IN U. S. Country NATIONAL BANKs* 


Item 


Number of banks 


Gross earnings per dollar of loans and investments 
Expenses per dollar of loans and investments 


Losses per dollar of loans and investments 


Net earnings per dollar of loans and investments 


Volume of loans and investments per bank 


Average for 
1914-16 


7,185 
7.44 cents 
453 ™ 
067 6° 
205 “ 
$557,000 


Average for 
1926-28 


7,448 
6.93 cents 
499 “ 
ony =|” 
i 
$1,247,000 


Capital, surplus and undivided profits per bank 

Ratio of loans and investments to capital, surplus and 
undivided profits 

Net earnings required to yield 8 per cent. on capital, 
surplus and undivided profits 

Actual net earnings per dollar of capital, surplus and un- 

divided profits 71% per cent 7'4 per cent 

* Figures compiled from the Annual Reports of the Comptroller of the Currency. 


$158,000 $216,000 


3.53 5.77 


2.27 cents 1.38 cents 


capital is probably a more important 
factor in maintaining reasonable divi- 
dends. 

The increase in the average volume 
of loans and investments among country 
national banks from $557,000 in 


BANKERS HARD HIT IN SOME SECTIONS 


Earnings of 7% per cent. in 
1926-28 as compared with 7/4 per 
cent. in 1914-16 seem to indicate that 
all is well again with the country 


9 
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banker. The terrific rate of bank 
failures since 1920, however, indicates 
the struggle bankers have made in ad- 
justing themselves to a _ narrower 
margin of profit on their loans and 
investments. Also, the average figures 
for the country as a whole conceal 
the disastrous situation of the bankers 
in many less fortunate sections of the 
country. Thousands of country 
bankers have not been able to make 
the adjustment. 

In the first place, banks have been 
particularly hard hit in those regions 
in which the local rate on loans is 
from 8 per cent. to 10 per cent. Here 
the average gross earnings per dollar 
of loans and investments have been 


Net Interest Required 
To PAY 8% on CAPITAL 
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CuartT 1. 
United States country national banks. 


greatly reduced largely because of a 
great increase in the percentage of the 
funds which are invested in low yield- 
ing bonds, commercial paper, and ac- 
ceptances. In the second place, many 
bankers have been unable to get the 
necessary volume of business because 
of depressed agricultural conditions. 
This situation varies greatly in dif- 
ferent sections of the country with 
different types of agriculture. In the 
third place, many individual bankers 
have been unable to muster: the neces- 
sary volume of business because too 
many banks were organized during the 
period of prosperity and immediately 


following the war. Hundreds of 
country towns have two or three banks 
where there is scarcely business for 
one. 

In order to illustrate the wide varia- 
tion in the country banking situation 
in different sections of the country, a 
more detailed study was made of the 
banks in Illinois, Mississippi, Montana 
and Texas. Charts II and III show 
the history of earnings, expenses and 
losses of Texas and Illinois country 
banks from 1914 to 1928. The charts 
also indicate the reduction in the 
amount of net earnings per unit of 
business which is necessary to pay an 
8 per cent. dividend. 


GROSS EARNINGS 


In general, the gross earnings per 
dollar of loans and investments among 
country national banks were lower in 
the 1926-28 period than in the period 
1914-16, but in some states of the 
North and East there was an increase. 
Decreases were most marked in _ the 
banks of the South and West. Thus, 
gross earnings increased from 6.42 to 
6.60 cents per dollar of loans and in- 
vestments in Illinois; while in Texas 
gross earnings decreased from 10.49 
to 8.44; in Montana from 10.16 to 
7.40; and in Mississippi from 9.46 to 
7.79. The enormous decrease in gross 
earnings per dollar of loans and in- 
vestments in the three latter «states 
seems to be due largely to (1) a re 
duction in the rate charged on loans 
and (2) a phenomenal increase in the 
portion of total loans and investments 
in the form of investments. Un- 
doubtedly the latter is a more im: 
portant cause of the decline than the 
former. In Texas the portion of the 
total loans and investments of country 
national banks which was in investments 
was 4.12 per cent. in the period 
from 1914 to 1916, while in 1926-28 
it was increased to 14.44 per cent. In 
Montana the percentage in investments 
increased from 10.71 to 33.69, and in 
Mississippi from 16.81 to 25.57. In 
addition to the fact that western and 
southern banks are investing a larger 
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portion of their funds in bonds and 
stocks which are reported under “in- 
vestments,” the indications are that an 
enormous increase has occurred in the 
commercial paper and bankers’ accep- 
tances held by these banks. The point 
here is of course that bonds, commer- 
cial paper, and bankers’ acceptances 
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Cuart 2. 
Texas country national banks. 


yield a much lower return than do 
local loans. 


EXPENSES 


The second significant comparison 
between the 1914-16 and the 1926-28 
periods is that of expenses. Of course 
bank expenses have increased all along 
the line. The salary bill is higher, the 
cost of materials is greater, and taxes 
and rent have gone up by strides. A 
check on what it costs to run a bank 
now as compared with. the pre-war 
period shows an astounding increase. 
This in the face of a great decrease in 
ross earnings per unit of business in 
the western and southern states. It 
appears to be an impossible situation 
for the banker when he is caught 
between decreasing charges for funds 
ind increasing costs of operating. But 


so far as the increase in expenses is 
concerned, he has been able to hold 
his own through an increase in the 
volume of business. Thus, Texas 
country national banks increased their 
average volume of loans and _ invest- 
ments from $301,000 in 1914-16 to 
$562,000 in 1926-28; Montana banks 
increased from $568,000 to $802,000; 
Mississippi banks from $524,000 to 
$1,938,000; and Illinois banks from 
$526,000 to $985,000. The net result 
of the increase in expenses and the 
increase in volume of business is that 
the expenses per unit of business re- 
main about the same. Thus, the 
average expenses per dollar of loans 
and investments for Texas country 
national banks were 5.60 cents for the 
period 1914-16 and 5.77 for 1926-28; 
for Montana expenses actually de- 
creased from 5.84 to 5.43 cents; for 
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Cart 3. 
Illinois country national banks. 


Mississippi expenses increased from 5.60 
to 5.82 cents; and for Illinois ex- 
penses increased from 4.12 to 4.74. 


LOSSES 


In order to arrive at the third com- 
parison—net additions to profit—net 
losses must be added to the expense 
item. The indications are that net 
losses per dollar of loans and invest- 
ments of country banks have not 
changed much since 1914. Texas 
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country national banks had net losses 
of 1.17 cents per dollar of loans and 
investments during the period from 
1914 to 1916, and 1.31 cents from 
1926 to 1928; Montana bank losses de- 
creased from 1.27 to 1.07 cents; 
Mississippi bank losses decreased from 
1.20 to 0.77 cents; and Illinois bank 
losses increased from 0.57 to 0.67 
cents. All of the figures on losses for 
1914 to 1916 should be slightly lower, 
since the Comptroller's Reports for 
those years did not carry deductions 
for recoveries on charged-off assets. 
After such deductions are made the 
net result would probably show that 
losses have increased since 1914 by 
about one-third of a cent in Texas, 
they are about the same in Montana, 
they have slightly decreased in Missis- 
sippi, and they have increased slightly 
in Illinois. 


NET PROFIT 


The third comparison is that of net 


additions to profit. It is clear from 
the figures above on gross earnings 
and expenses that net additions to 
profit per dollar of loans and invest- 
ments have greatly decreased since 
1914. Expenses per unit of business 
have remained fairly constant, but 
gross earnings per unit have greatly 
decreased. For Texas country national 
banks net additions to profit per dollar 
of loans and investments dropped pre- 
cipitously from an average of 3.72 
cents for 1914-16 to 1.37 cents for 
1926-28; for Montana banks net addi- 
tions to profit decreased from 3.05 to 
0.91 cents; for Mississippi banks from 
2.66 to 1.20 cents and for Illinois 
banks from 1.73 to 1.20 cents. 


RATIO OF LOANS AND INVESTMENTS 
TO CAPITAL 


Such decreases in profits would be 
disastrous to many more banks than 
they have were it not for one redeem- 
ing feature of the country banking 
situation, viz: the fact that the enor- 
mous increase in the volume of busi- 
ness in relation to bank capital has 


made it possible for the bank to earn 
a reasonable dividend on a much nar- 
rower margin of profit on each dollar 
of loans and investments. Thus, Texas 
country national banks had to make a 
net profit of 3.40 cents per dollar of 
loans and investments during the period 
1914-16 in order to pay 8 per cent. 
dividends on the bank investment 
(capital, surplus, and undivided 
profits), while during the period of 
1926-28 the volume of loans and in- 
vestments of Texas banks in relation 
to their bank investment was so high 
that they could pay 8 per cent. with 
a net profit of 1.95 cents per dollar 
of loans and investments. A similar 
increase in the volume of business in 
relation to the bank investment has 
helped to relieve the situation among 
Montana banks. During 1914-16 these 
banks required an average of 2.09 
cents net profits per dollar of loans 
and investments to pay 8 per cent. on 
the bank investment, while during 
1926-28 the net profit required was 
only 1.13 cents. Mississippi national 
banks have had a phenomenal increase 
in business in relation to the bank in: 
vestment. These banks had an average 
ratio of loans and investments to the 
bank investment of 2.89 during the 
1914-16 period, while the ratio jumped 
to 6.93 in 1926-28, an increase of ap- 
proximately 140 per cent. The result 
is that in 1914-16 Mississippi banks 
had to make net profits of 2.77 cents 
per dollar of business in 1914-16 and 
only 1.15 cents in 1926-28. In 
Illinois the change in the volume of 
business in relation to the bank invest- 
ment has been more gradual. During 
1914-16 Illinois country national banks 
required net profits of 2.12 cents to 
earn 8 per cent. on capital, surplus 
and undivided profit, and in 1926-28 
they required 1.38 cents. 

The figures indicate the actual net 
additions to profit per dollar of the 
bank investment (capital, surplus and 
undivided profits) in these states as 
follows: Texas country national banks 
8.75 in 1914-16, and 5.60 in 1926-28: 
Montana country national banks 11.68 
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in 1914-16, and 6.44. in 
Mississippi banks 7.68 in 1914-16, 
and 8.32 in 1926-28; and_ Illinois 
banks 6.53 in 1914-16, and 6.96 in 
1926-28. 

The Texas banks show a decrease in 
net profits of 36 per cent. and 
Montana banks show a decrease of 
about 45 per cent. On the other hand, 
the Mississippi banks have had an 
increase of about 8 per cent. in net 
profits and Illinois banks have had an 
increase of about 7 per cent. The in- 
dications are, however, that these 
averages make the banking situation 
in these four states look considerably 
better than it actually is. The one 
saving feature of the many changes in 
the situation from 1914 to 1928 is that 
of an increase in the volume of busi- 
ness per bank, but in the general 
shake-up of bank ratios not all banks 
have fared equally well. Hundreds of 
country bankers have not been able 
to muster the business. 


1926-28; 


GREATER VOLUME 


There are a number of factors 
which have been conducive to a greater 
volume of business per bank in many 
towns: (1) failure of other banks with 
the business going to the solvent banks; 
(2) the normal growth of business of 
the community, coupled in some states 
with strict regulations of the state 
banking departments in restricting the 
organization of new banks; and (3) 
the rise in the general level of com- 
modity prices. The last named factor 
alone should account for about a 50 
per cent. increase in the volume of 
banking business measured in terms of 
dollars. Also, since there was not a 
comparable increase in the amount of 
bank capital the ratio of loans and in- 
vestments to capital obviously in: 
creased. 

But many communities have had no 
bank failures and today they are sup- 
porting three weak banks when there 
is a decent volume of business for only 
two, or in some cases, only one bank. 
Also, many farming communities have 
not developed beyond their 1914 status; 


some have actually declined. Some 
state banking departments, particularly 
in the western states, permitted a 
badly over-banked condition to develop 
by freely granting bank charters during 
the prosperous period from 1914 te 
1920. 


TEXAS BANKS IN 1928 


In the light of the average bank 
ratios given above it will be interesting 
to look into some of the ratios of in- 
dividual country banks in Texas in 
1928 and 1929. It will be recalled 
that the two redeeming features of 
the current situation are: (1) a larger 
volume of loans and investments, which 
has aided in keeping expenses per unit 
of business very near the 1914 level; 
and (2) a slower increase in bank 
capital than that in the volume of 
business, which decreases the net in- 
terest required to pay a _ reasonable 
dividend on capital. 

The writer received complete reports 


of earnings, expenses, losses and profits 
from eighty-four Texas country na- 
tional banks for the year ending June 


30, 1928. The average expenses per 
dollar of assets for all these banks 
was 4.20 cents. This is a compara- 
tively low figure. It is lower than 
the figure given above for all Texas 
country national banks for the period 
1926-28 chiefly because of the fact 
that “earning assets” here include in- 
terest-bearing deposits in other banks 
and “other assets” which are earning, 
in addition to loans and investments. 
But the point here is that while the 
average of 4.20 cents is comparatively 
low, a verv large number of the smaller 
banks had a much higher expense. 
Thus, the ten smallest banks (earning 
assets less than $200.000) had an aver- 
age expense of 5.71 cents per dollar 
of earning assets. Two of these had 
an expense of 7.48 and 7.68 cents. 
The former bank was located in a 
town which had two small banks at- 
tempting to operate with a volume of 
business barely sufficient for one bank. 
The latter is located in a one-bank 
town. 
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Reports were received from eighteen 
banks with earning assets from 
$200,000 to $400,000. The average 
expenses for the group were reasonably 
low—4.03 cents per dollar of earning 
assets. But one bank had an expense 
of 6.00 cents and another 7.00 cents. 
The former is located in a two-bank 
town. Each of the banks has $25,000 
capital stock, and the total business 
of the town is barely sufficient for one 
bank. The bank with the high expense 
of 7.00 cents is also located in a two- 
bank town, which is obviously over- 
banked. 

The vast number of banks which 
are having great difficulty in making a 
net profit of any sort are shown in 
the ratio of volume of business to 
capital. Although the average ratio 
for the eighty-four banks was $6.41 
of earning assets to $1.00 of capital, 
eleven banks had a ratio of less than 
3 to 1, seventeen had a ratio of be- 
tween 3 and 4 to 1, fifteen had a 


ratio of between 4 and § to 1, and 


fifteen had a ratio of between 5 and 6 
to 1. On the other hand, three of the 
larger banks had a ratio of more than 
10 to 1, two had a ratio of between 
9 and 10 to 1. four had a ratio of 
between 7 and 8 to 1. Thus, while 
the average for the eightv-four banks 
was 6.41 to 1, fifty-eight of the smaller 
banks had a ratio of less than 6 to 1, 
while only eleven banks had a ratio 
higher than 7 to 1. It is clear that 
the ratios of a few banks distort the 
state average in such a way that the 
actual situation of hundreds of weaker 
banks is concealed. 

To summarize the situation then, 
there are hundreds of country banks 
which are attempting to hang on in 
spite of an enormous increase in ex- 
penses and a decrease in gross earnings 
per unit of business. They have not 
been relieved through the enormous 
increase in volume of business per 
bank which the state averages from the 
Comptroller's reports would indicate. 
They have not greatly increased their 
volume, and the capital on which they 
are attempting to make dividends re- 


mains about the same. This situation 
is the major problem in country bank- 
ing. 


MORE SERIOUS IN SOUTH AND WEST 


The situation seems to be consider- 
ably more serious in the western and 
southwestern states than in the north- 
ern, eastern and southeastern states. 
That is, it is most serious in those 
sections of the country in which 
country banks have long been accus- 
tomed to charging 8 or 10 per cent. 
on local loans. Banking expenses 
seem to have been adjusted to such 
high customary rates over many 
decades. Now when gross earnings 
are cut by the necessity of investing 
a much larger percentage of their 
funds in bonds and other low-interest- 
bearing securities, abetted by keener 
competition for local loans at reduced 
rates, these high-expense banks are left 
high and dry. There are thousands of 
country banks in the West and South- 
west which will be compelled to re- 
duce! their costs of operation if they 
are to survive. That there is an op- 
portunity to do this is indicated by a 
comparison of the operating expenses 
of the country banks in these states 
with those of some of the northern 
and eastern states. The average ex- 
penses per dollar of loans and invest- 
ments in ten representative southern 
and western states (Alabama, 
Tennessee, Texas, Oklahoma, Kansas, 
Soutn Dakota, Montana, Washington, 
California, and Colorado) for the year 
ending June 30, 1928, was 5.89 cents, 
while the average for seven representa’ 
tive eastern and _ northern _ states 
(Illinois, New Hampshire, New York, 
North Carolina, Ohio, Pennsylvania, 
and Wisconsin) was 4.86. That is, 
the actual expenses of overation, not 
considering losses, are about 21 per 
cent. higher in the western and south’ 
ern country national banks. A reduc 
tion of the expenses in the latter group 
bv 1 cent per dollar of business would 
of course mean an addition of 4, 5, 
or 6 cents profits per dollar of capital. 

The cost figures for western and 
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southwestern country banks indicate 
that there is considerable room for in- 
creased efficiency in the internal man- 
agement of the banks, particularly in 
the wages-and-salaries item and in the 
“other expenses” item. The item of 
interest on deposits will undoubtedly 
increase in the Southwest and it is not 
likely that taxes and interest on 
borrowed money can be greatly de- 
creased. - 
Probably the greatest avenue of relief 
for these banks, however, is a further 
increase in the volume of business. In 
many cases this is being brought about 
through bank consolidations. But in 
the long run, the greatest aid in this 
connection must come from the state 
banking departments and the Comp- 
troller of the Currency through their 
power to prevent the establishment of 
new banks and the encouragement of 
consolidations. Also, state govern- 
ments can assist by raising the capital 
requirements and in other ways dis- 


couraging the operation of extremely 
-small banks. 

It must| be recognized, however, that 
there is a definite limit to the increase 


in the volume of loans and _ invest- 
ments to bank capital. During the 
last fifteen years this ratio has more 
than doubled in many of the states. 
This of course means a similar increase 
in the ratio of deposits to capital. 
Sooner or later such increases will 
jeopardize the security of depositors. 
Already in many states the increase in 
the ratio has in effect fully counter- 
acted the much vaunted double liability 
clause of banking laws. We are likely 
to see lower and more definite legal 
limits set on the ratio of deposits to 
bank capital, both for state and na- 
tional banks, if the ratio continues to 
increase as it has during the last few 
years. 

In connection with reduction in ex- 
penses, it is probable that western 
and southwestern country banks could 
reduce their losses considerably through 
more careful credit analyses for local 
loans. It must be realized that all of 


the losses of these banks can by no 
means be attributed to the hazards of 
agriculture in these regions. This fact 
becomes particularly obvious when one 
observes the slip-shod methods used by 
many bankers in making loans. Few 
or no credit records of customers are 
kept. The banker depends largely upon 
his memory of the customer and in 
doubtful cases relies all too com: 
placently upon the device of taking 
a chattel mortgage or a crop lien. 
Often insufficient distinction is made 
between the good and the poor credit 
risks, and a high rate of interest is 
charged in order to cover community 
risks en masse. Bankers might reduce 
their losses in many cases through a 
more liberal loan policy with the good 
risks and by eliminating altogether 
many of the poorer risks. 

Finally, the country bankers in the 
West and Southwest can do much to 
maintain and increase their gross earn- 
ings through better distribution and 
better handling of their earning assets. 
The sudden increase in the funds of 
country bankers beyond the needs of 
the immediate communities has left 
many bankers at a loss to know how 
best to invest the surplus funds. Many 
of the more conservative bankers have 
allowed a large portion of their earn- 
ing assets to lie in correspondent 
banks at 2 to 2% per cent. interest, 
when perfectly sound commercial paper 
and bankers’ acceptances could be had 
at 3Y% to 4 per cent. and good, 
marketable bonds could be found which 
would yield 4, 5, and 6 per cent. 
That is, many country bankers are 
clinging to the old idea of cash and 
deposits with other banks as the one 
safe and sound form of reserve. The 
idea of a secondary reserve of well 
selected securities has not been fully 
realized as a desirable and necessary 
part of their portfolios. 


What's a joint account, Pop? 

It’s an account where one person does the 
depositing and the other the withdrawing. 
—Judge. 
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The Income Tax on Bad Debts 


How to Avoid Payment of Income Tax on Bad Debts by a Clear 
Understanding of What They Are, Methods Used in Estab- 
lishing Their Worthlessness and Procedure Necessary to 
Charge Them Off in Compliance with Provisions 
of the Law 


By R. D. Bonp 


CLEAR understanding of (1) 
Avs constitutes bad debts, (2) 
the proper method of establish- 
ing their worthlessness, in whole or in 
part, and (3) the procedure necessary 
in charging off such items in order to 
comply with the provisions of the law 
and regulations relating thereto, would 
probably eliminate a comparatively 
large number of disputes between banks 
and the Treasury Department concern- 
ing a liability for income tax. 


DISTINCTION BETWEEN 
LOSSES 


BAD DEBTS AND 


Because of the radically different 
provisions of the laws and regulations 
concerning deduction for bad debts 
and deduction for losses, a clear dis- 
tinction should be drawn between the 
two classes of deduction and, when 
the item is properly classified, steps 
should be taken to meet the require- 
ments as to that particular class of 
deduction. 

In the case of Lewellyn v. Electric 
Reduction Company (48 S. Ct. 63) 
(275 U. S. 243) Mr. Justice Stone 


said: 


“We assume without deciding, as was 
assumed by both courts below, that Sub- 
section (4) and Subsection (5) are mutu- 
ally exclusive, so that a loss deductible 
under the one may not be deducted under 
the other.” 


Subsection (4) and Subsection (5), 
referred to above, are subsections of 
Section 234 of the Revenue Act of 
1918 relating to losses and bad debts 
respectively. 


Although no distinguishing decision 
was made in this Supreme Court case, 
the assumption that the subsections 
are mutually exclusive is sufficient to 
stress the importance of properly 
classifying a deductible item. 

In the Revenue Act of 1928, Section 
23 (f) relating to losses by corpora- 
tions, and Section 23 (e) relating to 
losses by individuals, say, in part, 
“losses sustained during the taxable 
year,” whereas Section 23 (j), relating 
to bad debts, says, in part, “debts 
ascertained to be worthless and charged 
off.” The emphasis is upon sustained 
when the deduction is a loss, and upon 
ascertained and charged off when the 
deduction is a bad debt. 

Generally, losses will be allowed 
only for the taxable year within which 
they are sustained, regardless of when 
they become known, and are deductible 
within one certain period and no other. 

Debts are deductible when ascertained 
to be worthless if the further require- 
ment of charging off is met, and, under 
reasonable circumstances, a debt may 
actually become worthless within one 
taxable year, and remain unknown to 
the taxpayer until a later taxable year, 
when it can be charged off and still 
meet the provisions of the law con- 
cerning deduction for bad debts. Case 
cited: Charles H. Boulden (5 BTA 
89). 

Bad debts may be classified broadly 
as arising from ordinary loans and dis- 
counts, and losses classified as arising 
from investments of capital—the loaning 
of money or extending of credit on 
notes and mortgages in the first in- 


17 
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stance, and the investment of funds 
in approved securities, etc. in the 
latter (but see later reference concern- 
ing bonds as debts rather than as in- 
vestments) . 


PROVISIONS RELATING TO BAD DEBT 
DEDUCTIONS 


The provisions relating to bad debt 
deductions in the Revenue Act of 
1928 are in effect the same as those 
included in the three prior Revenue 
Acts of 1921, 1924 and 1926. A 
material change in the law was made 
with the enactment of the Revenue 
Act of 1921. Since we are concerned 
only with the Revenue laws in effect 
for recent years, and because of the 
similarity cited above, reference is made 


(j) will be broken up into five parts, 
and commented upon in the following 
order: 

(a) Debts 

(b) ascertained to be worthless (within 
the taxable year) 

(c) and charged off within the taxable 
year 

(d) (or, in the discretion of the Com- 
missioner, a reasonable addition to a re- 
serve for bad debts) 

(e) and when satisfied that a debt is 
recoverable only in part, the Commissioner 
may allow such a debt to be charged off 
in part. 


(a) Debts 


Reading the law alone would leave 
the taxpayer in the position of having 
to decide what constitutes debts, as 
there is nothing contained therein to 
indicate what is considered a debt. 


“Debts are deductible when ascertained to be worthless if the 
further requirement of charging off is met, and, under reasonable 
circumstances, a debt may actually become worthless within one 


taxable year, and remain unknown to the taxpayer until a later 
taxable year, when it can be charged off and still meet the provisions 
of the law concerning deduction for bad debts.” 


to Section 23 (j) of the Revenue Act 
of 1928. 


Sec. 23. Deductions from Gross Income. 
In computing net income, there shall be 
allowed as deductions: (j) Bad Debts: 
Debts ascertained to be worthless and 
charged off within the taxable year, (or 
in the discretion of the Commissioner, a 
reasonable addition to a reserve for bad 
debts); and when satisfied that a debt is 
recoverable only in part, the Commissioner 
may allow such debt to be charged off in 
part. 


As a matter of comparison, the 
Revenue Act of 1918, in regard to 
deduction for bad debts, contains only 
the words, “Debts ascertained to be 
worthless and charged off within the 
taxable year.” 

In order to deal clearly with the 
wording of the law, and to stress the 
importance of certain words and 
phrases, the above cited Section 23 


The Treasury Department regulations, 
however, made and published by the 
Commissioner of Internal Revenue with 
the approval of the Secretary of the 
Treasury, do distinguish debts slightly 
by specific references to bad debt 
deductions in connection with certain 
items. For instance, Article 192, 
Regulations 74, in part: 


“Worthless debts arising from unpaid 
wages, salaries, rents, and similar items of 
taxable income” and “Only the difference 
between the amount received in distribu- 
tion of the assets of a bankrupt and the 
amount of the claim” and “A _ purchaser 
of accounts receivable which can not be 
collected—is entitled to deduct them.” 


Article 193, following the above 
cited, deals with the uncollectible por- 
tion of a debt where mortgaged or 
pledged property is sold for less than 
the amount 6f a debt, and Article 194 
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deals with bonds which become worth- 
less. 

It seems advisable here to make some 
special comments upon the provisions 
in the regulations concerning worthless 
bonds as bad debts. 

The Commissioner provides, in part, 
that: 


“A taxpayer (other than a dealer in 
securities) possessing debts evidenced by 
bonds or other similar obligations, can not 
deduct from gross income any amount 
merely on account of market fluctuation.” 


It appears that the strictly legal 
aspect of bonds as evidences of an in- 
debtedness was relied upon by the 
Commissioner when making the regu- 
lation, but in the case of First Na- 
tional Bank of St. Paul the opinion 
of the Board of Tax Appeals would 
seem to contradict this theory where 
bonds are purchased as an investment. 

The First National Bank of St. Paul 
appealed to the Circuit Court of Ap- 
peals, Eighth Circuit, on a petition to 


review the decision of the Board (31 
F. (2d) 8175) but the deficiency in 
tax was fixed by stipulation so that 
no opinion beyond the board’s, in this 
particular case, is available for refer- 


ence. The board’s opinion, however, is 
worthy of consideration and is quoted 
here in part with the further sugges- 
tion that a thorough study of the 
theory advanced in the whole decision 
is well worth while. Quoting in part: 


“To the business man a debt owing him 
would usually connote something in the 
nature of an obligation arising on account 
of goods or other property sold on credit 
or money loaned. On his books of account, 
these debts would be carried as accounts 
or notes receivable. But an entirely differ- 
ent conception exists with respect to the 
ownership of a bond, such as United States 
Liberty bonds, or bonds of a foreign 
government such as gave rise to this pro- 
ceeding, ordinarily bought as investments, 
though in a strictly legal sense, the bond 
is no less a debt than the accounts re- 
ceivable. The bonds involved in this 
proceeding were acquired by petitioner 
bank as an investment in the same manner 
that shares of stock or real estate might 
be acquired, but does the fact that such 
in investment is in a debt instead of in 


real estate or stock, make necessary the 
conclusion that a loss on one is to be 
treated under one section of the Act and 
the other under another?” and _ further, 
“Due to the many complexities and intrica- 
cies of business methods and transactions, 
it would, of course, be impracticable, if 
not impossible, to define a debt such as 
would be deductible under section 234 (a) 
(5), Revenue Act of 1921, when deter- 
mined to be worthless. The Board, how 
ever is of the opinion that the investment 
which the petitioner had in Russian bonds 
is not such a debt as is contemplated by 
the aforementioned section of the statute, 
and that any loss suffered on account of 
such an investment can only be taken as 
a ‘loss sustained’ under subsection (4) of 
the same section.” 


DEBTS DUE A BANK 


Debts, in the ordinary sense, due a 
bank are the result of transactions 
which come under the head of, or are 
included in, the amount of loans and 
discounts. Because of the consistency 
of bank accounting in the nomencla- 
ture of accounts, it is thought safe 
to make this distinction for debts, it 
being general in nature but easily re- 
membered when classifying a deduc- 
tion for income tax purposes, although 
a banker's usual reference to losses is 
to those arising from bad debts as 
well as other losses. 

It is conceivable that a transaction 
originating with a loan or discount, 
might, after passing through several 
stages of banking procedure, eventually 
result in the acquisition of property 
which should be classed as an invest- 
ment. Reference here is made to cases 
where real estate, bonds, stock or other 
collateral are taken over in  satisfac- 
tion, or partial satisfaction, of an in- 
debtedness. Any unsatisfied portion of 
the indebtedness, measured by the dif- 
ference between the actual value of the 
collateral and the total indebtedness, 
if uncollectible, is properly classified 
as a bad debt. The subsequent sale of 
the collateral might result in a loss 
which would be deductible under the 
provisions of the law concerning the 
profit or loss from sales of property. 

Accrued interest may be included 
as a part of the indebtedness only 
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when it has previously been returned 
as income; however a taxpayer keeping 
books and reporting income on the 
cash receipts and disbursements basis 
should not, in effect, accrue interest 
against a debt by adding the accrued, 
but uncollected, interest to the amount 
of the debt as an offset to income. 
Taxes or other expenses advanced to 
protect collateral property, when paid 
by the bank, are properly added to the 
debt up to the date such property is 
taken over on assignment or fore- 
closure. 

Under the circumstances described 
above there is originally a debt which, 
when determined to be partially worth- 
less, is deductible, as a bad debt, to 
the extent of the unco'lectible amount, 
and the balance or secured portion of 
the debt passes out of the debt classi- 


ploye who had embezzled certain trust 
funds agreed to repay the taxpayer the 
amounts which were made good by 
him. 


(b) Ascertained to be Worthless 


An important part of the law con- 
cerning bad debt deductions is con- 
tained under the above (b), and the 
following subheading (c). Ascertained 
to be worthless and charged off within 
the taxable year should be distinctly 
understood to include two require- 
ments which must be met, each one to 
accompany the other, before a deduc- 
tion for bad debts is properly allow- 
able. The principal reason for making 
the division shown in the two sub- 
headings is that the meaning of 
ascertained and charged off may be 
clearly demonstrated. 


eEaes=—~—s==—_—_e_—_—_—_———————_—_—_—_—_=__-=-=_=_=_=_=_=_=_=_EE_= 


“The mere fact that interest upon a debt remains unpaid for a 
certain specified time or that the debt is not fully secured or in 
process of liquidation is not good and sufficient evidence of the 


worthlessness of a debt. It may coincide with better evidence, but 
within itself it is not convincing.” 


fication, by conversion, into an invest- 
ment. Any further loss is subject to 
entirely different provisions concerning 
a deduction for income tax purposes. 

Practically the reverse situation is 
encountered where a loss by theft or 
embezzlement is, by an agreement of 
some sort, converted into a debt due 
the taxpayer. Ordinarily a loss due 
to theft or embezzlement, if not com- 
pensated for by insurance or other- 
wise, would be deductible as a loss 
when sustained, for the taxable period 
during which the act of theft or em- 
bezzlement was committed, even though 
not discovered until a later period. 

In the case of John H. Farish & 
Company (31 F. (2d) 79)—an in- 
dividual doing business under the name 
of John H. Farish & Company— it 
was decided that debtor and creditor 
relationship was created where an em- 


The generally accepted meaning of 
ascertained seems to be: “learned for 
a certainty by trial, examination, or 
experiment; a thing made certain to 
the mind and free from obscurity or 
doubt;” and the Treasury Department 
regulations meet this meaning by 
stating in part: 


“Where all the surrounding and attend- 
ing circumstances indicate that a debt is 
worthless, either wholly or in part’ and 
further, * . In determining whether a 
debt is worthless in whole or in part the 
Commissioner will consider all pertinent 
evidence, including the value of the col- 
lateral, if any, securing the debt and the 
financial condition of the debtor” also 
“Where the surrounding circumstances in- 
dicate that a debt is worthless and un- 
collectible and that legal action to enforce 
payment would in all probability not re- 
sult in the satisfaction of execution on a 
judgment, a showing of these facts will be 
suficient evidence of the worthlessness of 
the debt for the purpose of deduction. 
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Bankruptcy is generally an indication of 
the worthlessness of at least a part of an 
unsecured and unpreferred debt. Actual 
determination of worthlessness in bank- 
ruptcy cases is sometimes possible before 
and at other times only when a settlement 
in bankruptcy shall have been had.” 


In determining whether or not a 
debt is bad and to what extent, every 
case presents its own set of facts, and 
it is upon these facts that the taxpayer 
should rely to support a deduction 
from income. In one case an un- 
secured debt might become worthless 
by reason of the inability of creditors 
to locate the debtor who has disap- 
peared; in another because of the 
debtor becoming heavily involved and 
unable to meet his obligations and with 
no prospects of recovery; and _ still 
another where demand for payment is 
ignored or refused and the cost of 
bringing suit is out of proportion to 


the debt. 
HOOPER-MANKIN VV. UNITED STATES 


In the case of Hooper-Mankin Fuel 
Company v. United States (Ct. Cl.) 
No. H-425, decided June 10, 1929, it 
was held that certain debts arising be- 
tween November, 1920, and January 5, 
1921, were deductible when charged 
off within the taxable period ending 
on the last day of February, 1921, even 
though approximately 68 per cent. of 
the debt was recovered in instalments— 
after the appointment of receivers— 
between the dates of March 9, 1923, 
and April 16, 1926. This decision was 
made as a result of the showing on 
the part of the plaintiff that no pay- 
ments were made by the debtor cor- 
poration within the required time 
under the agreement upon which 
credit was extended, and that repeated 
efforts to collect during January and 
February, 1921, were unsuccessful; 
and further that investigation dis- 
closed that the debtor was heavily 
involved, and had no reasonable pros- 
pect of recovery and that one of the 
creditors had instituted attachment 
proceedings against the bank account 


of the debtor. 


There are any number of cases which 
come to mind from observation and 
experience wherein debts could reason- 
ably be considered as having been de- 
termined to be worthless, under cir- 
cumstances closely related to those 
found in the above cited case. 

The taxpayer might lay claim to 
having ascertained that a debt is 
worthless, but an assertion must be 
supported by evidence of worthless- 
ness. Cases cited: 


Prescott State Bank—Board of Tax Ap- 
peals Reports, Volume 11, page 147. 
Mere failure of debtor to pay upon demand 
being made is not sufficient evidence of 
worthlessness. 

Treasury Decision No. 4116, Cumulative 
Bulletin, June, 1928, following the case of 
Avery v. Commissioner (22 F. (2d) 6) 
to the effect that a taxnayer’s honest belief 
in the worthlessness of a debt is not 
sufficient. 

First National Bank of Los 
Board of Tax Appeals Reports, Volume 6, 
page 850. In ascertaining the worthless- 
ness of a debt, either for partial or total 
write-off, the exercise of sound business 
judgment based upon as complete informa- 
tion as is practically obtainable, is pre- 
requisite. 


In the following bank cases, on 
appeal to the U. S. Board of Tax 
Appeals, deductions for bad debts were 
disallowed because of the lack of 
evidence establishing the worthlessness 
of debts charged off: ’ 


Angeles— 


Company (2 


Broadway Savings Trust 


BTA 690) 
First National Bank of Jerome, Idaho 
(3 BTA 1165) 
Thomas County Bank (5 BTA 178) 
National Farmer's Bank (6 BTA 138) 
Mechanics American Bank (7 BTA 1013) 
City National Bank (11 BTA 857) 
Montana National Bank of Billings (12 
BTA 22) 
Capital City State Bank (13 BTA 304) 
Winder National Bank (16 BTA 12) 


There are, no doubt, a large number 
of cases not appealed to the board in 
which deductions for bad debts have 
been disallowed by an examiner. In 
such cases it is possible that the de- 
ductions might have been justified for 
some other taxable period if they had 
not been charged off too soon or too 
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late to coincide with the evidence 
establishing worthlessness. 

Attention is called to the Treasury 
Department regulations wherein it is 


provided that: 


“Where banks or other corporations 
which are subject to supervision by the 
Federal authorities (or by State authorities 
maintaining substantially equivalent stand- 
ards) in obedience to the specific orders, 
or in accordance with the general policy 
of such supervisory officers, charge - off 
debts in whole or in part, such debts shall, 
in the absence of affirmative evidence, 
clearly establishing the contrary, be pre- 
sumed, for income tax purposes, to be 
worthless or recoverable only in part, as 
the case may be.” 


This provision would seem to be 
liberal, but, in a great many cases, the 
bank examiner's findings cannot be 
relied upon as a good and sufficient 
evidence of the worthlessness of a 
debt. In an early case decided by the 
U. S. Board of Tax Appeals—Murchi- 
son National Bank (1 BTA 617)—it 
was stated in part: 


“The fact that the entire amount of the 
debt was charged off in accordance with 
what was assumed to be the policy of the 
national bank examiners, seems to us to 
have no bearing on the question presented 
here. It is well known that national bank 
examiners, in accordance with sound bank- 
ing and good business methods, ofttimes 
require banks to charge off overdue paper. 
This action can not be construed as in- 
dicating in any way that the paper so 
charged off is worthless, but only that its 
value is doubtful and that it is desirable 
that banks shall include in their balance 
sheets only such assets as have unquestion- 
able value.” 


DIFFICULTY IN BANK INCOME TAX 
CASES 


The principal difficulty encountered 
in dealing with bank income tax cases 
involving bad debt deductions, is that 
bankers generally assume an_ attitude 
of abandon, as far as income tax provi- 
sions are concerned, in charging off 
bad debts. This is due principally to 
two reasons: A banker's conservative 
methods of valuing items for balance 
sheet purposes; and, the state or na- 
tional bank examiner's policy, or 


rather, the policy or requirements of 
the law under which he aets. When 
a debt becomes slow or doubtful, the 
examiner is required to take notice of 
the fact and if it has reached the stage 
of a statutory bad debt, as defined in 
the acts regulating national or state 
banks, it is ordered charged off. 

In a great many cases the banker 
takes too much for granted, as far as 
income tax deductions are concerned, 
regarding debts which the bank ex- 
aminer has‘ ordered charged off, in spite 
of the income tax regulation, which 
would apparently seem to be lenient 
enough. The point is that the regu- 
lations might be entirely too lenient, if 
left. unquestioned, to be helpful to the 
bank in paying the least amount of 
income tax that it is justly entitled to 
pay. 

The mere fact that interest upon a 
debt remains unpaid for a certain 
specified time or that the debt is not 
fully secured or in process of liquida- 
tion is not good and sufficient evidence 
of the worthlessness of a debt. It 
may coincide with better evidence, but 
within itself is not convincing. 

The reverse situation might also be 
true: A debt upon which the interest 
is paid to within the time limit re- 
quired, or which is in process of 
liquidation, or seemingly fully secured, 
might very likely be the subject of a 
bad debt deduction, due to some special 
knowledge concerning the debtor, or 
peculiar circumstances being currently 
evolved. 

The bank’s apparent disregard, to a 
great extent, of the provision con- 
tained in Article 191, Regulations 74, 
that “there should accompany the re- 
turn a statement showing the pro- 
priety of any deduction claimed for 
bad debts” is largelv responsible for 
the questioning of bad debt deductions, 
and the lack of recorded information 
often sustains, or provides the cause 
of the disallowance of such deductions. 


PERMANENT RECORD 


No better place could be thought 
of to make a permanent record of the 
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facts concerning a bad debt than the 
credit file assigned to the debtor in- 
volved. The trouble with most such 
files, as a source of information for 
income tax purposes, is the lack of 
continuous information. A suggested 
form to supply this need is one that, 
to a reasonable extent, follows the 
history of a particular debtor’s liability 
as reflected in loans and discounts, or, 
as it is sometimes referred to, in the 
“liability ledger.” Supplementing a 
debtor’s loan history by a continuous 
but concise set of “remarks” disclosing 
all pertinent facts regarding financial 
conditions from time to time, business 
conditions and particular developments 
would soon build up a valuable source 
of information for a bad debt record. 
It is contemplated that when a debt 


charge-off, presumably for the reason 
that the meaning is well understood 
in business generally, as well as in 
accounting practice. 

The United States Board of Tax 
Appeals has had occasion to deliver 
opinions on several cases wherein the 
meaning of charged off has been cleared 
and broadened to a certain extent. 

It is a generally conceded fact that 
the accounts of almost any business 
are left open for some time after the 
close of a fiscal or calender year, for 
the purpose of making all the adjust- 
ments necessary to have such accounts 
disclose a true record of the financial 
condition on the last day of the year, 
as well as the operations leading up 
to that condition 

In the case of the State Bank of 


“In a great many cases the banker takes too much for granted as 
far as income tax deductions are concerned, regarding debts which 
the bank examiner has ordered charged off, in spite of the income 


tax regulation, which would apparently seem to be lenient enough. 
The point is that the regulations might be entirely too lenient, if 
left unquestioned, to be helpful to the bank in paying the least 
amount of income tax that it is justly entitled to pay.” 


reaches a bad or doubtful stage, the 
remarks would become more extensive 
for the purpose of disclosing what 
efforts were made to collect; legal ac- 
tion if any; bankruptcy proceedings; 
receiver's reports, etc. In short, a per- 
manent record of the facts ieading t 
the ascertainment of worthlessness; a 
determination made, as contemplated 
in the regulations, after considering 
“.. . all the surrounding and attend- 
ing circumstances .. .” 

In the general summary to follow, 
as a conclusion to this article, an at- 
tempt will be made to demonstrate 
the advantages to be gained by the 
proper handling of bad debts and the 
disadvantages of improper methods. 


(c) Charged Off 
Both the law and the regulations 
are silent as to what constitutes a 


Alcester (8 BTA 878) the board said, 
in part: 


“While it appears that the petitioner 
did not make the bookkeeping entries 
charging off the accounts until after the 
end of the year, it did so as of December 
31, 1920, before the books were closed. 
The petitioner treated the matter as a part 
of the year’s transactions and determined 
its profits for the year on the basis of the 
elimination of the accounts. In our opinion 
the petitioner is entitled to the deductions 
claimed on account of the said debts.” 


A resolution made by the directors 
of a bank, that certain bonds be 
charged off, was held to have the same 
force and effect as an entry upon the 
books, in the case of First State Bank 
of Stafford, Kansas v. U. S., decided 
March 18, 1929 (67 Ct. Cl. 332). 

Decisions in other cases wherein the 
meaning of charged off was involved 
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bear out the contention that the 
language of the law must be interpreted 
in the light of the ordinary course of 
business practice—-Mason Machine 
Works Company (3 BTA 745), etc. 
Particular care should be taken, how- 
ever, in closing the accounts for a 
particular accounting period, in order 
to avoid the possibility of a future 
controversy concerning the method or 
form of the charge-off; most important 
of all, the charge-off must be made for 
the period within which the debt was 
ascertained to be bad. 


(d) Reserve Method—Bad Debts 


Concerning the reserve method of 
making allowances for bad debts, the 
law provides that “(or, in the discre- 
tion of the Commissioner, a reasonable 
addition to a reserve for bad debts) ;” 
and the Commissioner, under authority 
vested in him, sets out the conditions 
under which the reserve method will 
be accepted. Article 195, Regulations 
74, as follows: 


“Taxpayers who have, prior to 1928, 
established the reserve method of treating 
bad debts and maintained proper reserve 
accounts for bad debts, or who, in accord- 
ance with Article 191, or upon securing 
permission from the Commissioner, adopt 
the reserve method of treating bad debts, 
may deduct from gross income a_ reason- 
able addition te a reserve for bad debts 
in lieu of a deduction for specific bad debt 
items. What constitutes a reasonable 
addition to a reserve for bad debts must be 
determined in the light of the facts, and 
will vary as between classes of business 
and with conditions of business prosperity. 
A taxpayer using the reserve method should 
make a statement in his return showing 
the volume of his charge sales (or other 
business transactions) for the year and the 
percentage of the reserve to such amount, 
the total amount of notes and accounts 
receivable at the beginning and close of 
the taxable year, and the amount of the 
debts which have been ascertained to be 
wholly or partially worthless and charged 
against the reserve account during the tax- 
able year.” 


The reserve method was first per- 


mitted with the enactment of the 
Revenue Act of 1921, and a taxpayer 
who established this method when 


filing a return of income for the year 


1921 is required to follow the same 
method in subsequent returns unless 
permission to change is secured from 
the Commissioner. Collectors of In- 
ternal Revenue are not authorized by 
the Commissioner to grant a taxpayer 
the right to change the method, and an 
application should be addressed to the 
Commissioner at least thirty days prior 
to the close of the taxable year for 
which the change is to be effective. 
A taxpayer, however, filing a first 
return of income, that is, as to corpora: 
tions and partnerships, a return for 
the first year during which the tax- 
payer is in business, may select the 
reserve method or the ascertained and 
charged off method, subject to ap- 
proval by the Commissioner. 

Banks, in keeping books and report- 
ing income on the cash receipts and 
disbursements basis, cannot make use 
of the reserve method, so that the 
reserve method is of interest only to 
those employing the accrual method of 
accounting. 

What is to be considered a reason- 
able addition to a reserve for bad debts 
must be determined after studying the 
facts in each case. Under normal con- 
ditions the experience of prior years 
is leading information, but, as_indi- 
cated by the regulations, abnormal 
business conditions may justify a much 
larger addition to the reserve in one 
year than in preceding years. 


BOOKKEEPING ENTRIES 


Care should be exercised in making 
bookkeeping entries to the end that all 
charge-offs will be reflected as debits 
to the reserve account, and where the 
amounts so reflected exceed the reserve, 
additions to the reserve should be made 
by a charge to profit and. loss. This 
seems to be the accounting procedure 
favored by the Commissioner although 
it is apparent that the courts would 
not uphold a disallowance by the Com- 
missioner merely because of a tax’ 
payer's failure to put its claim on the 
technically proper ground (Rhode 
Island Hospital Trust Company v. 
Commissioner—29 F. (2d) 339). 
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AMENDED BALANCE SHEET 


Name of Bank 


January 1, 1928 


Date 


ASSETS 


Per books 


$232,124.17 
482,646.46 


Cash on hand and in banks 
Loans and discounts 


Adjustments 


Debit Credit Amended 
$232,124.17 


486.646.46 


$ 
(1) 4,000.00 


(1) 4,000.00 


ExuHisit “A” 


The amended balance sheet above shows (1) the method of adjustment used in a 
note of John Doe ordered charged off by bank examiner in November, 1927, which was 


not then ascertained definitely to be bad. 
credit files. 


In Rhode Island Hospital Trust 
Company v. Commissioner it was 
brought out that the taxpayer had 
claimed a deduction cn account of bad 
debts under both recognized methods, 
ie., specific bad-debt items and reserve, 
and the court upheld the taxpayer's 
argument that the result would have 
been the same if the total amount 
charged to expense had been covered 
by an addition to the reserve. 

This case is cited as a possible aid 
in settling currently disputed cases and 
not as a recommendation in disregard 
of the favored procedure. 


(e) Debts Partially Worthless 


The same general provisions of the 
law and regulations apply to partially 
worthless debts as to totally worthless 
debts, and it naturally follows that if 


Further information is found in the bank's 
It was restored to the balance sheet as at January 1, 1928. 


the provisions can be met concerning 
the former they can be equally weil 
met concerning the latter. 

Instances of partial worthlessness 
obtain where the debtor is going bank- 
rupt and the bank is well informed as 
to what percentage of its claim will 
be realized when the assets of the 
debtor are disposed of, or, where the 
bank has an unsecured note or a 
second mortgage and prior claims 
against a debtor will require the major 
portion of the proceeds from the sale 
of debtor’s assets so that only a part 
of the debt due the bank is good. 

Partial worthlessness should not be 
any more difficult to prove than total 
worthlessness where particular care has 
been taken to develop and make a 
record of all the surrounding and 
attending circumstances, although it 
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must be conceded that taxpayers have 
been somewhat lax in providing enough 
information to be convincing to the 
Commissioner. The Commissioner must 
be satisfied that a debt is recoverable 
only in part before allowing a partial 
charge-off. 


USE AND FORM OF SUPPLEMENTAL 
RECORDS 


As stated previously, a bank ex- 
aminer’s orders directing a charge-off 
of certain debts is not necessarily good 
and sufhicient evidence of the worth- 
lessness of a debt, and compliance in 
such orders, without. qualification for 
income tax purposes, might easily re- 
sult in a loss to the bank in the final 
settlement of its income tax liability 
for the particular year involved. 

As an_ illustration: During the 
calendar year 1928, a bank examiner 


ordered the charge-off of $10,000 in 
face value of notes carried by the bank, 
and the order was complied with, either 
during the course of the examination 
or within a specified time, but, in any 
event, before the end of the year 1928. 
It is taken for granted that the bank 
examiner was within his rights in 
ordering the charge-off and that he 
did so in accordance with sound bank- 
ing and good business methods, because 
the debt was slow or doubtful. An 
examination of the facts concerning 
the debts, however, indicates strongly 
that the notes are not totally bad, and 
it is uncertain what part, if any, will 
eventually result in a loss. Later, 
however, and sometime during the 
calendar year 1929, certain events 


proved without a doubt that the notes 
would never be paid. The bank filed 
its income tax returns for the years 
1928 and 1929 in the regular course of 


1928 
Year 


Name of Bank 


Address 


RECONCILIATION OF INCOME 


Net Income as shown by books 
ADD 

(a) Bad debts—not allowable 
(b 


Adjusted net income subject to tax 


EXHIBIT 


$10,000.00 





“BY 


Under (a) are shown notes of J. J. Jones ordered written off by the bank examiner 
in November, 1928, which were not definitely ascertained to be bad during the year 


1928. 
the notes due the bank. 


The debtor owns farm lands which he hopes to sell in order to pay a part of 
Item (g) shows the note of John Doe ordered charged off by 


the bank examiner in the year 1927, which was not then ascertained to be worthless, 


and which was restored to income for the year 1928. 
definitely determined to be worthless in 1928. - 


It was 


(See Exhibit “A”.) 
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AMENDED BALANCE SHEET 


Name of Bank 


December 31, 


1928 


Date - 


ASSETS 


Per books 


$194,505.21 $ 
510,607.40 (1)10,000.00 


Cash on hand and in banks 
Loans and discounts 


Adjustments 
Debit Credit Amended 


$194,505.21 
520,607.40 


(1) 10,000.00 39,167.22 


Exuisit “C” 
Under (1) are shown the notes of J. J. Jones, ordeved charged off by the bank 


examiner in 1928, but not definitely ascertained to be worthless. 


business, taking ‘the deduction of 
$10,000 as bad debts in the return filed 
for the year 1928. 

Subsequent to the filing of the re- 
turns, an income tax examiner made 
an audit of the taxpayer’s books and 
records resulting in the finding of the 
facts concerning the notes which were 
charged off. He was without authority 
to allow the deduction for the year 
1928 because the debts were not 
ascertained to be worthless until 1929, 
and, likewise, was without authority 
to allow the deduction for the year 
1929 because the notes were charged 
off during or for the year 1928. The 
result was a total loss in deduction 
amounting to $1200 in tax. 


SUPPLEMENTAL RECORDS 


_ In the article appearing in the June 
issuc of THE BANKERS MAGAZINE, 


(See Exhibit “B’’.) 


under the 
Methods,” 


made _ to 


heading of “Accounting 
frequent reference was 
Reconciliation of Income 
statements and Amended Balance 
Sheets. Recommendation was made 
therein concerning the use of those 
forms, so that the bank’s books should 
not be disturbed where it was neces- 
sary to file an income tax return which 
was not entirely in agreement with the 
books. 

It is intended, during the course of 
these articles, to show these forms 
being built up, step by step, following 
each subject covered; the first step 
appearing in connection with the 
handling of bad debt items. 

Assume a calendar year 1928 wherein 
it is necessary to file a return of in- 


come for the year and balance sheets 


as at the beginning and end of the 
year. Assume also a note of $4000 
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which the bank examiner ordered 
charged off during 1927, but which the 
bank considered still good or at least 
not definitely ascertained to be worth- 
less within the year 1927; later de- 
velopments, however, during the year 
1928, proved that the note would 
never be paid. 

In order to properly handle this 
item, loans and discounts in the balance 
sheet as at December 31, 1927 (being 
in fact the same as January 1, 1928) 
must reflect a total which will in- 
clude the $4000 note and the income 
statement for the year must reflect 
the charge-off. 

Exhibit “A” adjustment item (1) 
shows the note restored to the balance 
sheet as at January 1, 1928, and Ex- 
hibit “B” adjustment item (g) shows 
the deduction from book income for 
the year 1928. These adjustments 
illustrate the procedure for the year 
being currently covered, where a debt 
was charged off in a prior year but 
taken as a deduction for income tax 
purposes in the year 1928. 

Assuming now notes of $10,000 face 
value, ordered charged off during 1928, 
which are not actually determined to 
be worthless and the deduction for 
which must await further develop- 
ments. 

The amount charged off under orders 
from the hank examiner, is restored 
to income in Exhibit “B” adjustment 
item (a) and, in reconciliation thereto, 
is restored to the December 31, 1928, 
balance sheet as shown in Exhibit “C” 
adjustment item (1). 


WRECKERS PROVE VAULT IM- 
PREGNABLE TO ATTACK 


Tite! were hours and plenty of 


noise were required by three ex- 

perienced workmen with the most 
modern tools to penetrate a vault wall 
in the Jackson Park National Bank of 
Chicago recently, thus proving to the 
bank and its customers that there was, 
little danger of thieves penetrating it, 
for, even if they could spend thirteen 
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hours there without being observed, the 
noise would certainly cause their dis- 
covery. 

In 1924 the bank installed a Steel- 
crete vault with inside dimensions of 
9x16x8 feet. It has eighteen-inch walls 
and twenty-four-inch floor and _ roof. 
Last year plans were made to enlarge 
the vault and a new vault, 10x32x8/, 
was similarly constructed, one end 
wall being the side wali of the first. 

For ventilation and emergency access 
from vault to vault, the directors de- 
cided that an opening should be cut 
through the wall. This necessitated 
cutting a hole through the eighteen- 
inch wall and gave a practical test of 
the vulnerability of the vault to attack. 

The Chicago Concrete Breaking 
Company was retained for the work 
because of its wide experience m 
wrecking concrete and it assigned three 
men to the job and supplied as equip- 
ment one air compressor, two hundred- 
pound concrete breakers or jack 


hammers, one hundred-pound concrete 


drill with chisel points, two oxy-acety- 
lene torches, one tank of acetylene gas 
and four tanks of oxygen. Two men 
operated the air machines, both of 
whom had had more than three years’ 
experience with the company on that 
type of work, and the third, with ten 
years’ experience in oxy-acetylene 
work, operated the torch. 

Both methods and tools were the 
most effective known and the men were 
all experienced in similar work so that 
the work was done in minimum time, 
and that time was so great that it 
would be practically impossible for 
thieves to break in by such means 
without detection. 

A second factor of safety is the 
noise required for entry, which was s0 
great that a clergyman complained that 
it interfered with the services in his 
church, 400 feet away, while the 
manager of a motion picture theater 
two doors away also objected to its 
continuance, saying that the noise was 
ruining his business. Without the 
noise, it would have been impossible 
to penetrate the vault wall. 





Problems of Branch Management 


Vice-President F. H. Houghton of the Cleveland Trust Has 58 
Under His Wing 


jingle about the old woman in 

the shoe, Vice-president F. H. 
Houghton, in charge of the fifty-eight 
branches of the Cleveland Trust Com- 
pany, does know what to do with 
them. In fact, he does it so well with 
the aid of Vice-president J. R. Cota- 
bish and Assistant Vice-president G. 
C. Beck and others in the branch 
management department, that the 
branch administration of the Cleveland 
Trust Company is the envy of many 
institutions. The Cleveland Trust 
Company, it should be remembered, 
was the pioneer in the establishment of 
branch banks. 

There are some 800 employes at the 
branches and, though scattered over 
the city, they are organized by branch 
management into such an_ efficient 
group that each branch functions 
properly not only as a unit but with 
each other and with the main office 
in the great scheme of the Cleveland 
Trust. 

To accomplish this, there is no 
hustle or bustle or franctic telephoning 
as one might suppose the handling of 
such an enormous amount of detail 
would involve. 

So systematic is the organization that 
the clearance is on time, changes in 
personnel are made without perceptible 
interruption of the work in _ hand, 
statements of condition are prepared 
for publication almost upon call. 

Of course, there is a stimulus for 
all this fine work by the branch people 
in the shape of tellers’ and bookkeepers’ 
eficiency prizes as published periodi- 
cally in the bank’s house organ, and 
the branch people draw down much 
of the compensation for new business 
which they bring in as. the result of 
their close contact with the public. 

Speaking of outside contact, Mr. 


Pines stout ee the nursery 


Houghton thinks branch people have 
an advantage over main office folk. 

“I don’t want to stir up an argu- 
ment,” he said, “but I believe that the 
branch employe has the opportunity 
to learn every phase of banking work 
more quickly than the main office em- 
ploye, who is located in a highly de- 
partmentalized institution.” 

Asked what qualities were sought 
when promotions were about to be 


F. H. HouGHTon 
Vice-president of the Cleveland Trust 
mpany. 


made or branch managers appointed, 
Mr. Houghton gave a schedule that 
read like an arithmetic progression in 
its sequence. The schedule is not 
limited to the branches but applies to 
similar positions at the main office. 

“In bookkeepers,” he said, “we look 
for accuracy, ability to write a fair 
hand, neatness, alertness, character and 
reasonable speed. 
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“A teller must possess all of these 
plus a pleasing personality, and the 
ability to meet and greet people. 

“The manager should have all the 
qualities of both bookkeeper and teller 
plus executive ability, loaning ability 
and the ability to gather in and de- 
velop business. 

“The successful and efficient opera- 
tion of a system of branch banks is 
first of all, as in any other large busi- 
ness, founded on an efficient and loyal 
organization. No one factor is so 
important as the personnel and the 
greatest care must be exercised in 
choosing new employes. As promo- 
tions should be made from the ranks, 
it follows that the only positions filled 
from the outside are those of junior 
clerks, typists and  stenographers. 
Tellers are, for the most part, selected 
from bookkeepers who have _intelli- 
gence, character and personality. Man- 
agers and assistant managers are 
selected from the ranks of tellers. Here 
again character, personality,  intelli- 


gence and experience are the tests of 
fitness. 

“To 
economical operation of a large number 


insure smooth, efficient and 
of branches, uniformity of method, 
definite and clearly defined rules and 
regulations, and appropriate forms 
universally used are all absolutely 
necessary. 

“The Cleveland Trust Company has 
its working rules printed in loose-leaf 
form containing complete and detailed 
instructions for the guidance of its 
employes. These rules are revised 
every year or two and brought up-to 
date and every branch has several 
copies. 

“And then of course, there are the 
audit and branch inspections. The 
audit department operates entirely in- 
dependently of the banking department. 
Many of these branch audit reports 
are submitted directly to the presi- 
dent and by him routed to the vice- 
president in charge of the branches. 
All exceptions cited are given imme- 
diate attention. Aside from a com- 
plete and searching audit of branches, 


conducted by the auditor, the Cleve- 
land Trust Company’s branches are 
all visited twice annually by an in 
spector employed by the Department 
of Branches. His inspections are most 
thorough and his report is in the 
form of answers to a questionnaire 
covering ten printed pages and con- 
taining about 150 questions, all of 
which he must answer. All this tends 
to assure uniformity of method and 
a close observance of rules. In addi- 
tion, there is a semi-annual inspection 
of physical properties, which covers 
general maintenance, janitor work, etc., 
and a rating is given to each office on 
the basis of its appearance and neat: 
ness. Small cash prizes are given for 
especially good janitor work. 

“All branch loaning operations are 
under the supervision of loaning officers 
attached to the Department of 
Branches. ‘These officers are in close 
touch by telephone with all managers. 
Committees on discount, real estate and 
collateral loans pass on important 
matters and are the court of final 
authority subject, in certain cases, to 
board approval. 

“Branch managers meet in three 
groups at the main office weekly. 

“Of course, the fundamental re- 
quirement is honesty, first, last and all 
the time—the kind of honesty that not 
only restrains a man from taking what 
does not belong to him but that impels 
him to give faithful and conscientious 
service.” 


AND NOTHING BUT THE 
TRUTH 


“Did you notice any suspicious characters 
about the neighborhood?” the judge in 
quired. 

“Sure, yer honor,” replied the new cop. 
“T saw but one man, and I asked him what 
he was doing there at that time o' night. 
Sez he: 

‘““*T have no business here right now, but 
I expect to open a bank in the vicinity 
later on.’ 

“Yes,” replied the magistrate heatedly, 
“and he did open a bank in the vicinity 
later on and steal $10,000.” 

“Begorra, yer honor,” answered the cop 
after a pause, “the man may have been a 
thafe, but he-was no liar.”"—Boston Transcript. 





Commercial Paper from the Botr- 
rower’s Standpoint 


By PRENTICE WELSH 


INCE September, 1929, the 
amount of commercial paper 


available to banks has more than 
doubled, amounting to more than 
$600,000,000 outstanding on May 1. 
This amount falls far short of the 
totals sold ten years ago and is not 
now sufficient to completely supply the 
demand of bankers for this desirable 
form of secondary reserve investment. 


demand thus created. Whether this 
condition can ever be approached— 
whether or not even the present volume 
can be maintained—depends upon the 
desirability of the open market to 
borrowing corporations. 

From the point of view of the 
borrower, then, what are the advan- 
tages of commercial paper over other 
methods of short-term financing which 


“From the viewpoint of the individual corporation, com- 


mercial paper offers advantages which will doubtless result in 
its continuing to hold an important place among the various 
methods of short-term borrowing. But, in the aggregate, 


commercial paper will probably never again attain the promi- 
nent place in our credit structure that it occupied in the past. 
The several influences in its decline which have been discussed 
are more or less permanent and fundamental changes in our 


economic organization. This trend may be expected to go on 
for years to come. Transportation will continue to improve; 
merchandising will become more and still more systematized; 
mergers are the order of the day in spite of a temporary set- 
back; better methods of corporate financing are constantly 
being devised. While bankers have welcomed the increase in 
offerings this year there seems little likelihood of an immediate 
return to the big markets of ten years ago.” 


Some banking authorities recommend 
a secondary reserve averaging 35 per 
cent. of demand deposits and 10 per 
cent. of time deposits. If banks 
throughout the country were to adopt 
this plan and in addition were to fol- 
low the suggestions made by the 
American Bankers Association as to 
the distribution of the assets composing 
this reserve, from two to three times 
the present amount of commercial 
Paper would be required to satisfy the 


will induce corporations to continue 
to use this method in preference to 
others? On the other hand, what are 
the factors which have, until recently, 
outweighed these advantages to such an 
extent as to cause the drastic decline 
that occurred during the last few years? 
An analysis of the answers to these 
questions will show which of these in- 
fluences are permanent in their effect 
and may aid us in determining the 
probable future trend of this market. 
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ADVANTAGES OF COMMERCIAL PAPER TO 
BORROWER 


The principal advantages of the 
commercial paper market to the bor- 
rowing corporation are: 

1. Lower cost. 

2. Ease of entrance into the market. 

3. Establishment of a strong credit 
reputation. 

4. Advertising value. 

5. Substitution for direct bank loans. 

By the use of the open market, a 
borrower of established reputation is 
able to tap the reserve lending power 
of banks throughout the country. He 
can obtain short term funds in the 
cheapest market and is not so much 
affected by credit conditions in the 
community where he is located. This is 
particularly true at the present time 
when open market rates make com- 
mercial paper one of the lowest cost 
media of financing. 

All national banks, and state banks 
and trust companies in many states, 
are limited by law to granting an un- 
secured loan of no more than 10 per 
cent. of their capital and surplus to 
any one borrower. This makes it 
necessary for large concerns to go out- 
side of their own localities for funds 
and the open market is the logical 
source to which to turn. It is not 
necessary to open new accounts in 
distant cities in order to obtain tem- 
porary or seasonal accommodation. 

By using the open market, a strong 
credit position is established. A con- 
cern able to meet the stringent require- 
ments of the open market becomes 
favorably known to many banking in- 
stitutions. A vigorous credit reputa- 
tion facilitates not only temporary 
financing but greatly aids in permanent 
financing when it is desired. 

The commercial paper market is of 
great value to corporations as an ad- 
vertising medium. This is as true 
today as during the high point of its 
popularity a few years ago. A well 
informed statistician has figured that 
each note sold through a commercial 
paper dealer, from the time of its 


original issue until the time of its final 
return through the collecting bank to 
the maker, is handled by about seventy 
people. If a company sells a block 
of $15,000,000 of its paper through 
the open market and this paper is dis- 
tributed in banks over the country 
with an average of one $10,000 note 
to a bank, a total of 105,000 people 
of all classes from clerks to bank direc- 
tors handle the paper. Each of these 
people has had this company’s name 
impressed upon his mind. And it is 
human nature for one who has handled 
the note of a large packer to have an 
especial interest in its bacon or its 
soap—or for a banker who has bought 
a prominent automobile manufacturer's 
note to watch the roads for that par- 
ticular car. 

Commercial paper, used as a substi- 
tute for direct loans, enables the bor- 
rower to keep his bank lines of credit 
open, thus keeping a reserve of “bor- 
rowing power.” As Albert F. Chapin, 
in his recent book on Credit Principles, 
says, “By maintaining customary bal- 
ances with his banks without at the 
same time leaning on them, there is 
more than the usual obligation on the 
part of his own banks to take care of 
him should an emergency arise.” 


NEED FOR RESERVE OF OPEN BANK 
LINES 


The first condition to the proper 
use of the open market method is that 
the borrower at all times keep lines 
of credit open in banks of account 
sufficient to take up all outstanding 
paper should conditions change so as to 
make it impossible to sell additional 
notes as the need arises. To illustrate 
one method, we can take the plan 
followed by a nationally known manu 
facturing concern. This company has 
a capital and surplus of $36,000,000. 
On December 31, 1929, it showed 
quick assets of about $29,000,000, total 
current liabilities of $11,000,000 and 
fixed assets of $18,000,000. There was 
no funded debt. Accounts are main- 
tained with about fifteen different 
banks and” the company obtains from 
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those institutions total lines of credit 
aggregating $20,000,000. In return 
for this accommodation, it maintains 
balances of approximately $4,000,000 
based upon the requirement of 20 per 
cent. of the line in each bank. This 
company aims to keep out of each of 
its banks about half of the time. In 
this way it is never using more than 
50 per cent. of its total bank lines 
at any one time. As soon as its re- 
quirements exceed that 50 per cent. it 
begins to sell its paper on the open 
market. The company plans never to 
allow its total indebtedness to exceed 
$20,000,000. In other words, it always 
has available open bank lines with 
which it could take up every dollar of 
its market paper in case of need. In 
times of easy money, like the present, 
it might even pay off its banks entirely, 
obtaining all of its requirements 
through the use of commercial paper, 
but always maintaining its usual bank 
balances. The cost of keeping large 


balances, whether borrowing from the 


banks or not, is in the nature of an 
insurance premium. By holding to 
such a policy this borrower assures 
itself of a supply of funds at all times 
and at the lowest available rates, but 
is not entirely dependent on either 
the open market or its banks. 


FACTORS IN THE DECLINE OF OPEN 
MARKET BORROWING 


Ten vears ago something in the 
neighborhood of one-tenth of the total 
loans and discounts of commercial 
banks in this country consisted of 
commercial paper. But for the last 
few years the market has dwindled 
until by 1929 many people were of 
the opinion that it was practically dead. 
Outstandings on September 1, 1929, 
were approximately one-fifth of the 
high point reached in 1920. The re- 
cent revival has changed this to some 
extent but the basic causes of the 
decline of this market are still present. 

The credit manager of one of the 
largest commercial paper ‘houses, in 
commenting on the present market, 
stated that their big problem is now 


to get enough paper to offer. In his 
words, “The banks have had their 
lesson. They are anxious to get more 
of their funds into commercial paper, 
but there are not enough companies 
borrowing in this way to supply the 
demand.” 

The reason for this lack of borrowers 
goes back to certain fundamental 
changes that have occurred in our 
economic organization during the last 
few years and have eliminated much 
of the need for borrowing which 
formerly existed. The most important 
of these are: 


1. Improved transportation. 

2. Hand-to-mouth buying. 

3. New merchandising methods. 
4. Mergers and consolidations. 

5. New methods of financing. 


In the years between 1920 and 1930, 
the service of the railroads has been 
so greatly improved that it is now 
possible to obtain shipments from dis 
tant factories in a comparatively short 
time. In addition, new and special 
services have been inaugurated, all for 
the purpose of speeding the movement 
of goods from producer to consumer. 
This added speed makes possible a 
reduction by both retailer and whole- 
saler in the amount of stock which 
they have to carry, and consequently 
in the amount of borrowing which is 
necessary. 

Improved transportation has made 
possible what is known as “hand-to- 
mouth” buying. By operating under 
this plan, merchants, wholesalers, and 
even the manufacturers make purchases 
frequently but in small quantities and 
thereby are enabled to employ their 
capital to greater advantage and reduce 
their borrowing proportionately. The 
development of this policy has focused 
attention upon the scientific study of 
inventory turnover, to the advantage 
of all concerned. 

Introduction of new merchandising 
methods by chain stores has been an- 
other factor in the reduction of open 
market borrowing during recent years. 
In describing the decrease in the pro- 
portion of eligible paper in the hands 
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of commercial banks, the Economic 
Policy Commission of the American 
Bankers Association, in a report issued 
recently stated, “These changes reflect, 
in part at least, the driving out by 
chain stores and other direct merchan- 
dising methods, of large numbers of 
middlemen, who formerly created con- 
siderable volumes of commercial paper.” 

Still another factor in the decline of 
the commercial paper market has been 
the mergers which have taken place 
throughout our industrial and banking 
systems. Numerous concerns of mod- 
erate size have been consolidated to 
form a few huge combinations, each 
with a group of subsidiaries. When 
this is done the parent company usually 
handles the» financing for the group 
and the names of the subsidiary com- 
panies are withdrawn from the market. 

Formation of large organizations has 
made possible and encouraged new 
methods of financing. These have 


taken two main forms: an increasing 
use of bankers’ acceptances, and a sub- 


stituting of security issues for direct 
borrowing from banks. 

The volume of bankers’ acceptances 
outstanding 1n December, 1926, as re- 
ported by the American Acceptance 
Council, was $755,000,000 while in 
December, 1929, it amounted to 
$1,732,000,000, an increase in three 
years of approximately one _ billion 
dollars, or 130 per cent. This huge 
increase in bankers’ acceptances has not 
gone into the secondary reserve port- 
folios of our commercial banks, how- 
ever, as total bills and- acceptances held 
by member banks in December, 1929, 
amounted to only about $290,000,000, 
or 16 per cent. of the amount out- 
standing. 

Aided by the wave of public en- 
thusiasm for common stock, large 
corporations in recent years were able 
to accumulate enough working capital 
to more than care for their ordinary 
requirements. Cash reserves have been 
built up to the point of meeting any 
unusual or seasonal demands of operat- 
ing companies so that these companies 
have been made practically independent 


of their banks and of outside borrow- 
ing. This is the basis of one of the 
most striking changes in our credit 
structure during the last few years. 
Large corporations have relieved them- 
selves, to a great extent, of the direct 
liability incurred by borrowing on 
their own notes. They have obtained 
additional capital from shareholders, 
both by new financing and by retain- 
ing large amounts out of current earn- 
ings. Shareholders in turn have be- 
come heavy borrowers at banks against 
the pledge of the corporation's stock. 
The net result, therefore, has been, not 
a diminution of the total amount of 
credit in use for the carrying on of 
business but a shifting of liabilities and 
responsibilities. Individual stockholders 
have in large measure assumed the 
direct liability for the funds being used 
by corporations, while the latter, by 
selling their stock widely to the public, 
have undertaken an indirect—we might 
even say a moral—obligation to earn 
a fair return for their stockholders. 

The significance of these new 
conditions, both to the business com- 
munity which must face the problems 
which they bring, and from the broad, 
social point of view, is outside the 
scope of this discussion, but the various 
changes themselves have been deter- 
mining factors in the decline of the 
market for commercial paper. 

The prospective open market bor- 
rower constantly must choose between 
selling commercial paper and borrowing 
directly from banks of account. Com- 
petition between the commercial paper 
method and banks is today keener than 
ever. As a result of mergers and con- 
solidations, banks have been greatly 
expanded and are now able to offer 
larger lines of credit and more exten- 
sive and efficient facilities for service, 
than was possible at any time hereto- 
fore. The desire to make use of these 
services and the fact that our en- 
larged, “super” financial institutions 
can more nearly supply the borrowing 
needs of their customers are influences 
favoring direct borrowing and dis- 
couraging the use of commercial paper. 





14 miles of wire 
added every minute 


AN average of fourteen 
miles of wire is added to 
the Bell System every min- 
ute. The Bell System is a 
growing concern with a con- 
stantly growing business. 
The average number of Bell 
owned telephones added 
yearly is upwards of 800,000 
and with these new tele- 
phones there is provided a 
corresponding increase of 
buildings, switchboards, un- 
derground conduits and 
cables, and other plant. 
Continuous, reliable and eco- 
nomical telephone service can be 
given only by the use of the best 
equipment and materials in the 
construction of the plant. With 
the Western Electric Company 
as the manufacturer of its tele- 
phone apparatus, the Bell System 
is assured of an adequate supply 
of the necessary delicate and 
intricate equipment of the high- 
est quality at the lowest cost. New 


economies are achieved by con- 
stant research and development. 

This is one aspect of the 
nation-wide organization of the 
Bell System, whose aim is to fur- 
nish the best possible telephone 
service at the least cost consistent 
with financial safety. 
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Commercial paper will doubtless 
continue to be an important credit 
medium, both for banks and for bor- 
rowers. From the viewpoint of the 
individual corporation, it has advan- 
tages which should result in its main- 
taining an important place among the 
various methods of short-term financing. 
But in the aggregate, commercial paper 
will probably never again attain the 
prominent place in our credit structure 
that it occupied in the past. The 
several influences in its decline which 
have been discussed are more or less 
permanent and fundamental changes 
in our economic organization. This 
trend may be expected to go on for 
years to come. Transportation will 
continue to improve; merchandising 
will become more and_ still more 


systematized; mergers are the order 
of the day in spite of a temporary 
set-back; better methods of corporate 
financing are constantly being devised. 
While bankers have welcomed the in- 
crease in offerings this year there seems 


little likelihood of an immediate return 
to the big markets of ten years ago. 


BALTIMORE MERGER 


A TRIPLE merger has been voted upon favor- 
ably by the boards of directors of the 
Drovers and Mechanics National Bank, the 
Maryland Trust Company and the Conti- 
nental Trust Company, of Baltimore. The 
three institutions on December 31, 1929, 
showed total resources of approximately $47,- 
000,000, and the new company will have 
capital of $2,700,000, surplus and_ profits 
of $3,695,596 and deposits of about $38,- 
000,000. Heyward E. Boyce, president of 
the Drovers and Mechanics National Bank, 
will be president of the new company. 


INDEPENDENT BANKERS MEET 


A RECENTLY organized Independent Bank- 
ers Association, made up of bankers in five 
congressional districts in Minnesota, met last 
month in St. Paul to discuss plans for a 
campaign to maintain independence of local 
anks from the chain or group banking 
movement, which is making headway in the 
Northwest. Harry Lee, vice-president of the 
Bank of Long Prairie, Minn., is president 
of the new association. The organization 


=~ proposes to combat branch bank legis- 
atior 


FIDELITY TO INCREASE CAP- 
ITAL; CHANGE NAME 


INCREASE in the capital and surplus of the 
Fidelity Trust Company of New York from 
$10,000,000 to $20,000,000 and a change 
in name of the bank to the Marine Midland 
Trust Company of New York has been ap- 
proved by the bank's stockholders. The 
bank is a member of the Marine Midland 
group. 

The capital increase is to be effected 
through an offering ot rights to stockholders 
to subscribe to 200,000 additional shares for 
$50 a share in the ratio of two new shares 
for each three now held, but since Marine 
Midland owns 98 per cent. of the stock of 
the Fidelity, the new capital will come al- 
most entirely from the treasury of the Ma- 
rine Midland Corporation. 

Of the $10,000,000 obtained through the 
offering, $4,000,000 will be applied to the 
bank’s capital, increasing it to $10,000,000, 
and $6,000,000 will go to surplus, making 
that item $10,000,000 also. 


BANKING OFFICES DIVIDED IN 
MANHATTAN MERGER 


AN unusual arrangement has been made 
by the Bank of Manhattan Trust Company, 
New York, in regard to the offices of the 
Central Bank, which the former institution 
has acquired. Instead of taking for itself 
all of the branch offices of the Central 
Bank, they will be divided between the 
Bank of Manhattan Trust and the Ameri- 
can Trust Company, a subsidiary of the 
New York Title and Mortgage Company, 
which, in turn, is owned by the Manhattan 
Company, parent company of the Bank of 
Manhattan Trust Company. The Bank of 
Manhattan Trust will take four offices of 
the Central Bank and the American Trust 
will take the other three. 


APARTMENT HOUSES POPULAR 


NINETY-SIX per cent. of the population of 
Manhattan Island, in New York, and 80 per 
cent. of the population of Chicago lives in 
apartments, according to a study of the 
trend toward cities which has recently been 
released by Halsey, Stuart & Co., Chicago. 
The tendency of people in cities to live in 
apartments rather than homes is also shown 
by figures for the entire United States. Con- 
tracts for apartment construction advanced, 
according to estimates for the whole country, 
from $464,496,000 in 1921 to about $1,- 
189,258,000 in 1929. 

The statistics show that in 1926 in 250 
American cities with populations of 25,000 
or more, 209,742 new apartment structures 
were built in contrast to 188,074 one and 
two-family houses. 





Sir Josiah Stamp on Stable Money 


the Stable Money Association last 
month, Sir Josiah Stamp dealt 
with the problems facing the industrial 
and financial community, the solutions 
of which are dependent upon greater 
stability in the purchasing power of 
gold. He said that all economic history 
showed that grave social and industrial 
evils came in the train of rapid fluctua- 
tions in the purchasing power of money 
and that a violent change of this kind, 
unprecedented in its magnitude, was 
now affecting not only business but 
political relations throughout the world. 
Many evils which are being attributed 
to some immediate cause, such as over- 
production in a particular commodity 
market are, according to the speaker, 
actually due to this underlying and gen- 
eral cause. 
In the first place, he said, the rapid 
appreciation of the value of gold, that 
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is, the fall in prices, is making the posi- 
tion of debtors all over the world more 


serious. This change in gold value of 
25 per cent. in the last four or five 
years has, in effect, added the equiva- 
lent of over seven billion dollars to the 
British national debt at a time when 
everybody imagined that it has been 
diminished by substantial sums being 
paid off. It has substantially increased 
the indebtedness of various countries 
tied to their creditors on acccunt of 
war debts and reparations and, to that 
extent, is having an important influence 
on the balance of trade and greatly 
aggravating the adverse effects of high 
tariffs. Again, it is seriously altering 
the division of the product of industry, 
where this had been settled through 
economic forces on equitable lines; as be- 
tween debtor and creditor; as between 
capital and labor; as between different 
classes of capital, such as debentures 
and common stock; as between the past 
and the present, and as between the 
present and the future. It is introduc- 
ing the same kind of chaos into busi- 
ness and international relationships as 
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would ensue if the yard, the ton, and 
the day were made capriciously variable. 
In addition to these evils, resulting from 
the upsetting of just relationships, it 
also exercises an important depressing 
influence on business, creating unem- 
ployment. Sir Josiah said that the ob- 
ject of people who were thinking along 
these subjects was to avoid these evils 
by securing greater stability in the unit 
of purchasing power. 

The most feasible method, at any 
rate of first approach, in his opinion, 
is to obtain more intelligent interna- 
tional handling of the existing gold re- 
serves and a more enlightened and uni- 
form individual practice in different 
countries in providing the superstruc 
ture of credit which is the real deter- 
minant of price when measured against 
the total quantity of commodities. It 
is unlikely that the production of new 
gold will be maintained in the same 
proportion as the natural increase in 
the production of other commodities, 
but something can be done by the bet- 
ter use of the existing gold and more 
scientific measures for preventing arti 
ficial deflation, or for offsetting it. 
Hitherto these problems have been han- 
dled in intermittent fashion by under 
standing between the central bankers; 
but it is hoped that a surer and firmer 
grasp will be obtained through the 
agency and common council of the new 
International Bank. 

Sir Josiah said that it was a mistake 
to suppose that complete stability was 
aimed at, or even attainable, the natural 
vicissitudes of harvests and new inven: 
tions introducing factors which would 
produce, after the elimination of mone’ 
tary factors, some measure of slight 
fluctuation of no danger to society. All 
that is desired, he said, is that con’ 
tractual and natural relationships be- 
tween different sections, upon the 
validity of which all civilization de- 
pends, should not be arbitrarily and un- 
necessarily upset. 





Selling Paper Money—at a Premium 


List of United States Notes Likely to Be Found in Circulation 
for Which Dealers Will Pay Premiums 


By THEODORE J. VENN 
Member American Numismatic Association 


OT only in coins but also among 
N various issues of our Federal 
paper moneys there are rarities 
which are much sought by collectors. 
In fact, even among bankers and work- 
ers in banks there are quite a number 
of enthusiastic collectors of rare paper 
money who manifest little or no interest 
in the metallic issues except on the oc- 
casion when a coin of considerable 
premium value happens to be taken in 
during the regular course of business. 
There are a number of varieties of 
rare notes among the Federal issues 
which command large premiums from 
certain collectors. Some are what are 
called freak notes. These consist mainly 
of a few bills which have accidentally 
got into circulation, such as notes on 
which a picture or seal is printed up- 
side down, on which a word is mis- 
spelled, or on which some other error 
occurs. There are collectors whose 
fancy centers solely on such error issues. 
In the main, however, it is the notes of 
small issue, especially as regards the 
signature of United States treasurers 
and secretaries of the treasury, which 
are sought. It will be found that on 
the same denominations for the same 
year either one or both signatures may 
differ. There frequently are large num- 
bers of one kind in circulation and but 
very few of the others. It is the latter 
notes, naturally, which command pre- 
miums from dealers and collectors. In 
other cases it is the size, color and 
variety of the seal which govern the 
premium value of the note. 

Now that the smaller sized notes are 
rapidly replacing the larger ones and 
the latter will no doubt be retired 
upon reaching the treasury department, 
it may not be amiss to give a descrip- 


tion of some of the later-day notes 
which command fairly large premiums 
before they are entirely removed from 
circulation and thus placed beyond the 
reach of the collector. Below will be 
found a list of notes which are most 
likely to be run across in our current 
circulation. In this the year of issue 
is first given under the several de- 
nominations, then the illustration on 
the note, followed by the signatures 
and the sort of seal it bears. The price 
placed at the end is that asked by deal- 
ers and must not be confused with 
that paid by them for similar notes. 
Everyone knows there is quite a dif- 
ference between the dealers’ buying and 
selling prices and therefore only those 
notes which command a fair sized 
premium will be given. It should also 
be remembered that the notes must be 
in exceptionally fine condition. 
The list follows: 


$1.00 NOTES 


1880—-Washington; Bruce and Gil- 
fillan; brown spiked seal, $3.50. 

1886—Martha Washington; Rose- 
crans and Huston; brown spiked seal, 
$20. Same with Rosecrans and Hyatt 
signatures, small red seal, $4.50. Same 
with Rosecrans and Nebeker signatures, 
brown spiked seal, $20. Same with 
same signatures, but red scalloped 
seal, $15. 

1896—History, etc.; Tillman 
Morgan; small red seal, $2.75. 

1923—Washington; Woods 
Tate; blue scalloped seal, $2.50. 


and 


and 


$2.00 NOTES 


1862—Hamilton; Chittenden 
Spinner; small red seal, $5. 





INTWO MINUTES you can DEMONSTRATE 
THE SUPERIORITY OF SUPER-SAFETY 
PAPER FOR ALL CHECK PURPOSES 


You’rE Busy. Too busy, perhaps, to read 
the reports of research laboratories which 
prove the unique qualities of Super-Safety 
Check Paper. Too busy to look over the 
enthusiastic letters from your brother 
bankers who have used this first true 
check paper. All right. We understand. 


But wouldn’t it be good business to see 
and test Super-Safety? You can do it in 
two minutes, at your own desk, with no 
other equipment than your finger-nail, a 
sharp knife, ink eradicator sia the free 
samples of Super-Safety that the coupon 
below will bring you. 

Try folding Super-Safety. Crease it 
over and over. !t will outlast, without 
breaking, any check you can bring against 
ee Tear Seeerteits and notice the 
unusually long fibers which make each 
check strong enough to support the weight 
of a man. . . . Write on Super-Safety’s 
satin-smooth surface. Ink is instantly 


absorbed without the slightest blur or 
feather. . . . Use ink eradicator, knife or 
eraser and a glaring spot results. 


Super-Safety is offered in six pleasant 
pastel shades. It lithographs and prints 
superbly. Depositors appreciate this dis- 
tinguished check paper. And it costs no 
more than other Finds. The Todd Com- 
pany. Bankers’ Supply Division. Boston, 
Brooklyn, Rochester, Buffalo, Detroit, 
Cincinnati, Chicago, St. Paul, Des Moines, 
Birmingham, Dallas, Denver, Spokane. 


Tue Topp Company, Bankers’ Supply Division 

1139 University Avenue, Rochester, N. ¥; 
Please send me complete information about 

Super-Safety Checks made of the new Super- 

Safety Paper. 

Name of Bank. 
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Street. 


Town 
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1869—Jefferson; Allison 
ner; large red seal, $5. 

1874— Jefferson; Allison 
ner; large red seal, $6.50. 

1875—Jefferson; Allison 
man; small red seal, $4.50. 

1878—Jefferson; Allison 
lan; small red seal, $4.50. 

1880—Jefferson; Bruce and Gilfillan; 
brown spiked seal, $4.50. Same with 
Tillman and Morgan signatures; red 
scalloped seal, $3.50. 

1886—Hancock; Rosecrans and Jor- 
dan; small red seal, $5. Same with 
Rosecrans and Hyatt signatures, small 
red seal, $5. Same with same signa- 
tures, but red spiked seal, $3.50. Same, 
but with Rosecrans and Huston signa- 
tures; either red spiked or brown spiked 
seal, $6. 

1891—Windom; Rosecrans and Ne- 
beker; red scalloped seal, $4.50. Same 
with Tillman and Morgan signatures; 
red scalloped seal, $4.50. McPherson; 
Tillman and Morgan; red scalloped 
seal, $4.50. 

1896—Science, etc.; Tillman 
Morgan; small red seal, $4.50. 

1899—Washington; Lyons and 
Roberts; blue scalloped seal, $3.50. 
Same, but with Lyons and Treat sig- 
natures and blue scalloped seal, $25. 

1917—Jefferson; Teehee and Burke; 
red scalloped seal, $3.50. 


and Spin- 
and Spin- 
and Wy- 
and Gilfil- 


and 


$5.00 NOTES 


1880—Jackson; Bruce and Wyman; 
brown spiked seal, $10. Same with 
same signatures, but with large red 
seal, $25. Same with Rosecrans and 
Jordan signatures, large red seal, $15. 
Same with Rosecrans and Hyatt signa- 
tures, large red seal, $15. Same with 
Rosecrans and Nebeker signatures, 
brown spiked seal, $20. 

1886—Grant; Rosecrans and Jordan; 
small red seal, $15. Same with Rose- 
crans and Hyatt signatures; small red 
seal, $15. Same with same signatures, 
but red spiked seal, $12.50. Same with 
Rosecrans and Huston signatures, red 
spiked seal, $12.50. Same with same 
signatures, but with brown spiked seal, 


$15. Same with Rosecrans and Nebeker 
signatures, brown spiked seal, $15. 
Same with same signatures, but with 
red scalloped seal, $17.50. 

1890—Thomas; Rosecrans and Hus- 
ton; brown spiked seal, $12.50. Same, 
but with Rosecrans and Nebeker sig- 
natures and red scalloped seal, $15. 

1891—Grant; Rosecrans and Ne- 
beker; red scalloped seal, $7.50. Same, 
but with Tillman and Morgan signa- 
tures, red scalloped seal, $7.50. Thomas; 
Rosecrans and Nebeker; red scalloped 
seal, $7.50. 

1896—Electricity, etc.; Tillman and 
Morgan; small red seal, $7.50. Same, 
but with Bruce and Roberts signatures, 
small red seal, $8.50. 

1899—Indian; Lyons and Roberts; 
blue scalloped seal, $7.50. Same with 
Vernon and Treat signatures, blue 
scalloped seal, $12.50. Same with Ver- 
non and McClung signatures, blue 
scalloped seal, $10. Same with Napier 
and McClung signatures, blue scalloped 
seal, $10. 

1923—Lincoln; Speelman and White; 
blue scalloped seal, $7. 


$10.00 NOTES 


1875—Webster; Allison and New; 
series A, small red seal, $25. 

1880—Webster; Scofield and Gilfil- 
lan; brown spiked seal $25. Same, but 
with Bruce and Gilfillan signatures, 
brown spiked seal, $17.50. Same, but 
with Bruce and Wyman _ signatures, 
brown spiked seal, $15. Same with 
same signatures, but with large red 
seal, $35. Same with Rosecrans and 
Jordan signatures, large red seal, $25. 
Same with Rosecrans and Hyatt signa- 
tures, large red seal, $20. Same with 
Rosecrans and Huston signatures, brown 
spiked seal, $16.50. Same with same 
signatures, but red spiked seal, $15. 
Same, but with Rosecrans and Hyatt 
signatures, red spiked seal, $16.50. 
Same with Bruce and Roberts signa- 
tures, red scalloped seal, $20. Morris; 
Scofield and Gilfillan; brown seal with 
rays, $25. Same with Bruce and Gil- 
fillan signatures, brown seal with rays, 
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$22.50. Same with Bruce and Wyman 
signatures, brown seal with rays, $27.50. 
Same with same signatures, but large 
red seal, $30. 

1886—Hendricks; Rosecrans and Jor- 
dan; small red seal, $20. Same with 
Rosecrans and Hyatt signatures, small 
red seal, $20. Same with same signa- 
tures, but red spiked seal, $17.50. Same 
with Rosecrans and Huston signatures, 
red spiked seal, $17.50. Same with 
Rosecrans and Nebeker signatures, 
brown spiked seal, $22.50. Same with 
same signatures, but with red scalloped 
seal, $25. 

1890—Sheridan; Rosecrans and Hus- 
ton; brown spiked seal, $17.50. 

1891—Hendricks; Bruce and Roberts; 
red scalloped seal, $20. Sheridan; Till- 
man and Morgan; red scalloped seal, 
$17.50. Same with Bruce and Roberts 
signatures; red scalloped seal, $20. 

1901—Buffalo; Lyons and Treat; red 
scalloped seal, $17.50. Same with Ver- 
non and McClung signatures, red scal- 
loped seal, $20. Same with Parker and 
Burke signatures, red scalloped seal, $15. 

1907—Hillegas; Vernon and Treat; 
yellow scalloped seal, $25. Same with 
Vernon and McClung signatures, yel- 
low scalloped seal, $25. Same with 
Napier and McClung signatures, yellow 
scalloped seal, $25. Same with Napier 
and Thompson signatures, yellow scal- 
loped seal, $50. Same with Parker 
and Burke signatures, yellow scalloped 
seal, $20. Same with Teehee and 
Burke signatures, yellow scalloped 
seal, $15. 

1908—Hendricks; Parker and Burke; 
blue scalloped seal, $15. 


$20.00 NOTES 


1869—Hamilton; Allison and Spin- 
ner: large red seal, $27.50. 
1880—Hamilton; Bruce and Gilfillan; 


brown spiked seal, $27.50. Same, 
Rosecrans and Jordan; large red seal, 
$27.50. Decatur; Bruce and Gilfillan; 
brown seal with rays, $30. Same with 
Bruce and Wyman signatures, brown 
seal with rays, $35. Garfield; Lyons 
and Roberts; red scalloped seal, $25. 


MERCANTILECCOMMERCE TO 
ORGANIZE NATIONAL 
BANK 


ORGANIZATION of the Mercantile-Commerce 
National Bank in St. Louis, to be owned by 
the MercantileCommerce Bank and Trust 
Company of that city, has been announced 
by John G. Lonsdale, president, and George 
W. Wilson, chairman of the board, of the 
trust company. Mr. Lonsdale and Mr. Wil 
son will serve the new bank in the same 
capacities in addition to continuing their 
present positions. 

The new bank will be located in the new 
Pythian Building, at the northwest corner 
of Grand and Delmar boulevards, and will be 
opened as soon as alterations and installa- 
tion of new fixtures can be completed. It 
will be equipped for a general banking 
business. 

“In the new bank,” said the statement is- 
sued by Mr. Lonsdale and Mr. Wilson, “we 
shall be equipped to offer the same high type 
of service which prevails at our bank at 
Eighth and Locust streets. The most mod- 
ern equipment will be installed for the ac 
commodation of customers and constant com- 
munication will be maintained between the 
two institutions by means of a special tele- 
graph system.” 

The personnel of the new institution will 
be recruited from the trust company. 


NEW DIRECTOR FOR HIBERNIA 


Henry B. Price, president of Minor C. 
Keith, Inc., and Thomas F. Bennett, a vice- 
president of the trust company, have been 
elected directors of the Hibernia Trust Com- 
pany of New York. 


NEW VICE-PRESIDENT FOR 
HARRIMAN BANK 


Rospert M. MacLetcuie, formerly a mem: 
ber of the staff of Peat, Marwick, Mitchell 
& Co., New York, has been elected executive 
vice-president of the Harriman National 
Bank and Trust Company of New York. 
He has also served as treasurer of the Ala- 
bama Power Company and as comptroller 
of the Southeastern Power and Light Com: 
pany, now merged with the Commonwealth 
and Southern Corporation. 


LIBERTY VICE-PRESIDENT 


RatpH I. PoucHer has been elected vice: 
president of the Liberty National Bank and 
Trust Company of New York. He is well 
known in the motion picture industry 
through his connection with the Consolidated 
Film Industries, Inc., of which he has been 
vice-president for five years. 
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Reserve Prescribes a Stronger Dose 


cent. rediscount rate is a bold 
move by the money doctors to 
restore life through an injection of 
the cheapest funds in Reserve history. 

When two months ago the Federal 
Reserve Bank at New York went to a 
3 per cent. rediscount level the country 
reckoned that the system had gone its 
limit. Never before in history had a 
lower charge than that been adopted. 
What the inauguration of a 244 per 
cent. level indicates, then, is that the 
situation calls for a strong dose. The 
patient had not responded as hoped 
to five previous similar treatments. 
The new rate cut to the lowest level 
in history makes the sixth successive 
. reduction since the autumn troubles 
began. 

Specifically the rate went up to 6 
per cent. on August 9, 1929. It was 
lowered to 5 per cent. on November 
1. Within fifteen days, on November 
15, it was dropped to 4% per cent. 
Then a little time elapsed but on 
February 7 the rate was lowered to 
4 per cent. Still the desired signs 
were nowhere in sight and on March 
14 the rate was put down to 3Y% per 
cent. When it became evident that 
spring was not ushering in the awaited 
resumption of activity the rate was 
dropped to 3 per cent. With that 
move the country figured the Reserve 
had done all it could. It had gone 
down to a level that in times past had 
always been considered rock bottom. 

What does this rather unexpected 
move to a 2Y% per cent. rediscount 
rate on June 19 mean to the banker? 
Indirectly it means of course that the 


Lis month’s move to a 2Y per 


Reserve, right or wrong, believes the 
best way to revive business is through 
easy money. Six successive reductions 
in the rate make it further plain that 
the Reserve is committed to a program 
of sustained ease in its efforts to check 
the tide of falling business. It does 
not usually reverse its policy until the 
objective is accomplished. The clear 
presumption is that it will not this 
time. It is something for the banker 
to know what the Reserve's attitude is, 
and that it will hold to its program. 


ENTHUSIASM FOR BONDS IS AIM 


Now what the Reserve hopes this 
bath of easy money will do is some- 


thing specific. The money authorities 
step by step have endeavored to re- 
kindle the market’s enthusiasm for 
bonds. So bent is the Reserve on in- 
creased activity that it is now making 
bond yields doubly attractive by putting 
money lower. With bonds selling to 
yield 4.50 per cent. and money avail- 
able at 2 these gilt-edged descrip- 
tions now more than carry themselves. 
We are in one of those rare periods 
in history when without any great 
risk profits seem assured to the investor 
that will turn back in experience far 
enough to recognize when bonds are 
a bargain. 

Slowly at first but now with real 
avidity, the banks themselves are turn- 
ing their funds into bonds. With a 
shrewd eye to combine safety with 
profit the banks late this spring have 
finally turned their emphasis to their 
investment portfolios. 
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As early as February this year we 
ventured the prediction in this maga- 
zine that: 

“The backwash in speculation and 
business cleared the way for an in- 
coming bond tide that gives promise of 
becoming the dominant movement of 
the new year in the securities markets. 
A full flow of bonds with the ebbing 
activity in stocks is the surface mani- 
festation of a change fomenting deep 
in the character of the market. Up 
to the time Americans first felt the 
flush of speculative blood in their veins, 
with the oncoming of the Coolidge- 
Mellon-Hoover bull market, they 
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scarcely knew the touch of a stock 
certificate. Their investment securities 
were bonds. From that early heritage 
they strayed.” 

We went on to say then that the 
1928-29 decline in bonds, that proved 
so embarrassing to many banks, “must 
be regarded as a manifestation of 
abnormal rather than normal _in- 
fluences” and that “with the return to 
favor of bonds and a relaxation in the 
demand for funds from the stock 
market it is reasonable to presume that 
the banks themselves and _ institutional 
investors generally will swell their com- 
mitments in the bond field.” 
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Op Retation In Yietps Is REsTORED 
Up to the beginning of 1928 bonds regularly sold at levels relatively higher than 


stocks. 
bonds as from stocks. 


That is to say, investors were not able to obtain as great a yield from 


How far away from this old principle the market swung 
in 1928 and 1929 the above chart reveals. 


With the recent break in stocks the 


pre-1928 relationship has been restored. 





Bonds for Investment 


Public Utility, Municipal, Railroad, 
Industrial, Real Estate, 
Foreign and Domestic 
Financing 


Harris, Forbes & Company 
NEW YORK 


Harris, Forbes & Co 
Incorporated 
Boston 
Harris, Forbes & Co., Ltd. 
Montreal 


BACK’TO-BONDS MOVEMENT 


The back-to-bonds movement at the 
banks since this was written has borne 
out the most sanguine expectations of 
those who foresaw it early in the year. 
Rarely if ever in Reserve history have 
our member banks pulled into their 
investment account so many bonds in 
a given period as since March this 
year. Purchases by reporting member 
banks alone in this period exceed 
$450,000,000. 

Let us look for a moment at the 
reasons why low interest rates in times 
like these encourage banks to buy 
bonds. When a member bank is 
virtually free from debt at the Reserve 
Bank, and reserves tend to exceed re- 
quirements, usually an effort is made 
to convert the bank’s idle funds into 
earning assets. This it may do either 
through an increase in investments or 
in loans. 

Three major factors that help mem- 
ber banks to cut down their indebted- 
ness at the regional institutions are an 
increase in monetary gold stocks, a 


Harris Trust and Savings Bank 
Bond Department 
Chicago 
Harris, Forbes & Co., Ltd. 
London 


decrease in the volume of money in 
circulation and an increase in the 
amount of Reserve credit put into the 
market through the purchase of bills 
or Government securities. 

These factors, all three, have been 
working for ease this year. In per- 
petuating its policy of ease the Re- 
serve is deliberately increasing the 
temptation to member banks to expand 
their earning assets. 

Now the Reserve has a reason for 
wanting the increased flow of funds 
to go into investments. Critics of 
the move to a 2% per cent. rediscount 
rate do not see the motive behind the 
move. They look upon efforts to create 
greater ease as futile. They point to 
the continued drop in commercial loans 
as evidence that business does not want 
money. That industry is not using 
the cheap funds already at its disposal 
the critics cite as proof conclusive of 
a blundering Reserve policy. Why 
offer business this cheap money? 

What they are saying is that you 
can lead a horse to water but you can’t 
make him drink. Pushed to a logical 
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Investment Advice 


Advice is a term often used and often misunderstood. 
Analysis rather than advice, should be the first step 
in any investment decision. Every corporate investor, 
before purchasing any type of securities should analyze 
thoroughly its own financial position. 

Then when its individual problems are clearly defined 
and understood, a competent investment organization 
should be consulted 

The National City Company, with its international 
buying and distributing organization, is well qualified 
to act in such consultant capacity. In its list of offer- 
ings will be found high grade securities of widely dif- 
ferent classifications. From them, with the help of a 
National City man, investments that conform to spe- 
cific needs may be selected. 


The National City Company 


NATIONAL CITY BANK BUILDING, NEW YORK 


INVESTMENT ( Me )s) SECURITIES 


Offices in Principal Cities throughout the United States and Canada 
and in London, Amsterdam, Geneva, Tokio and Shanghai. 
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EsTABLISHES Lowest REDISCOUNT RaTE IN History 
With the June 19 reduction to 2% per cent. in its rediscount rate, the Reserve went 


to a new record low level in that chart. 


This was the sixth jsuccessive reduction , 


in the rate since November 1, up to which time the level had been 6 per cent. 
In the above chart is shown the relation of the commercial paper, rediscount and 
acceptance rates since the beginning of 1927: 


conclusion, presumably they would not 
then lead the animal to water at all. 
Now in its own good time a weary 
horse usually does drink, and in its own 
good time depressed business usually 
finds stimulus to life in money when 
that commodity is made available in 
abundance. The fact is that the horse 
is drinking right now but he is getting 
the refreshment into his system through 
a circuitous route that escapes the 
critic’s eyes. 


MONEY FINDING ITS WAY INTO BUSINESS 


For the increased flow of new bonds 
this year is new money finding its way 


into business. Expanding commercial 
loans is not the only route by which 
money finds its way to the sick patient. 
We thought so last year, for then 
corporate enterprises were not able to 
sell their senior Obligations to thé 
market. They were obliged to finance 
their expansion programs through loans 
at the banks. Hence the abnormal 
growth during 1929 in commercial 
loans. But this year business has been 
switching its vehicle for financing the 
future. It has been paying off its 
bank loans and substituting therefor 
money obtained from long-term bond 
issues. 





KIDDER, PEABODY & CoO. 


BOSTON 


FOUNDED IN 1865 


NEW YORK 


Members of New York and Boston Stock Excuances 


INVESTMENT SECURITIES 
FOREIGN EXCHANGE 
LETTERS of CREDIT 


(Correspondents of 
BARING BROTHERS & CO LTD., LONDON 


The huge 1930 expansion to date in 
bond flotations in this country over 
1929, at a time when stock issues have 
shrunk, is evidence that money is going 
into quarters that will eventually help 
business. This the Reserve sees. It 
is not blinded by the drop in com- 
mercial loans—nor is it discouraged. 
What it seeks, rather, is to bend its 
full effort toward a perpetuation of 
this bond activity in the sure knowl- 
edge that only through the return of 
a good bond market will the disease 
be wiped out. 

Shrewd bankers recognize this pecu- 
liar combination of circumstances sup- 
porting the market in bonds. They 
further recognize the probability of 
increasing currency circulation this fall 
and the possibility of gold exports, 
forces, it will seem, that ordinarily 
make for firmer money. But that does 
not worry them. With the advent of 
such influences the Reserve until it 
gets business well along in the con- 
valescent stages will offset these firming 
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money influences by additional pur 
chases in the open market. 


MORRIS PLAN CONVENTION 


THE Morris Plan Bankers Association will 
hold its annual convention September 15-17 
at Poland Springs, Me. 


FOREMAN-STATE PUBLISHES 
MONTHLY REVIEW 


WITH a June 18 number, the Foreman-State 
National Bank of Chicago has begun publi- 
cation of a monthly business review, called 
“The Business Observer.” The first number 
consists of eight pages plus a four-page sta’ 
tistical supplement. The latter will accom: 
pany each issue of “The Business Observer” 
and is pom so that it may be filed by 
the reader. 

The review, according to a letter from 
Harland H. Allen, economist of the bank, 
which accompanied the first issue, will con’ 
tain a survey of the national and interna’ 
tional economic situation; a double-page 
spread containing interpretation of these con- 
ditions, in paragraph and chart form; and a 
special article each month dealing with some 
industry identified with Chicago or wit 
other great- markets of the Central States. 





When to Buy Bonds for an Invest- 
ment Account 


By Paut M. ATKINS 
Engineer-Economist of Ames, Emerich & Co., Inc. 


HE decision as to the time to buy 

bonds for the investment account 

of a bank is quite as important 
as the choice of bonds purchased. 
Failure to give adequate attention to 
this point is one of 
the chief reasons why 
the “bond account” 
of a bank has all too 
frequently failed to 
be as profitable for 
a bank as it should 
have been and why 
it has sometimes re 
sulted in a loss for 
a bank instead of 
increasing its earning 
power. A _ brief 


analysis of this im- 
portant factor may, 
perhaps, be of value 


to bankers, particu- 
larly at the present 
time when it is an 
opportune moment to purchase bonds 
for the investment account of a bank. 

Before going on to this analysis, how- 
ever, it is desirable to call attention to 
the fact that not all bonds should be 
bought to be incorporated in the invest- 
ment account of a bank. Many of them 
should be included in the secondary re- 
serve account. It is necessary to dis- 
tinguish sharply between these two ac- 
counts for their functions and hence 
their compositions are quite different. 
Bonds which are desirable for one of 
these accounts frequently are not fully 
suitable for the other. Space is not 
available here for a full discussion of 
these differences. The banker who is 
not familiar with them is referred to 
Bank Secondary Reserve and Invest- 
ment Policies* for a further expantion. 

*Published by the Bankers Publishing Co., 
New York. 


HIS is the first of a series 

of monthly articles by Dr. 
Atkins which will appear in 
THE BANKERS MAGAZINE 
regularly hereafter. Dr. Atkins, 
who is the author of 
Secondary Reserve and Invest- 
ment Policies,” 
one of the country’s leading 
authorities.on bank investments. 
Readers of this feature should 
feel free to communicate with 
Dr. Atkins relative to any of 
their investment problems. 


It should be constantly kept in mind 
that the major objective of the invest- 
ment account of a bank: is to increase 
the earning power of that bank. To 
increase the earning power, it is neces- 
sary, of course, to 
prevent any losses 
which can be possibly 
avoided. The most im- 
portant losses which 
can take place are 
those which come 
from a default in in- 
terest or principal of 
the bonds purchased. 
Such losses can be 
guarded against by 
care in the purchase 
of securities in the 
first instance and by 
a regular check up of 
the bonds held as 
long as they remain 
in the portfolio. It 
should be remembered in this connec- 
tion that safety of principal is the first 
consideration and that no bond or any 
other asset should be added to the in- 
vestment account which is not entirely 
satisfactory in this respect. 

There are other losses which are 
smaller in individual amounts but 
which bulk large in total, which come 
from selling bonds at prices lower 
than those paid for them. There are, 
of course, a certain number of in- 
stances where the lower price is due 
to the fact that the credit position of 
the security has been weakened. The 
majority of cases, however, are due 
to the fact that the general price 
level of the bonds has beer lowered 
at the time when the bonds are sold 
caused by an increase in interest rates. 
A decline in bond prices for such a 
reason has little or nothing to do with 
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the credit position of bonds. In fact, 
it frequently occurs that the credit 
position of the bond is growing 
stronger at the very time that its price, 
due to a rise in interest rates, is fall- 
ing. This apparent anomaly is due to 
the fact that interest rates frequently 
rise during a period of growing busi- 
ness activity with a resulting increase 
in profits which means that the margin 
of safety for the bond interest is aug- 
mented. It is cold comfort for the 
banker to be told that the bond which 
he has just sold for a point or two 
less than he paid for it is actually in 
a stronger credit position at that 
moment than when he purchased it. 
Some bankers who have had such 
an experience on a number of ccca- 
sions have come to the conclusion 
that such results are inevitable and 
hence that bonds should never be pur- 
chased by a bank. Such an opinion, 
however, is reached without giving 
due consideration to the fundamental 
economic forces which are at work. 
When understood and utilized the 
changes in interest rates and the con- 
sequent modification in the market 
value of bonds can be made to in- 
crease instead of decrease the earning 
power of the investment account of a 


bank. 


WHEN TO BUY 


The way in which this can be done 
is to buy bonds at times when interest 
rates are falling and hence bond prices 
are rising and sell the bonds, especially 
the long term bonds, when interests 
are low and start to rise with a corre- 


sponding decline in bond prices. It is, 
of course, practically impossible to 
catch the exact low point of any 
change in interest rates. It is desir- 
able to do this, if possible, but it is 
much more important to sell the bonds 
at approximately the high point of 
their prices and it is of relatively little 
importance if the prices rise fraction- 
ally after the bonds are sold or if 
they have started to decline before 
they are sold. It is likewise relatively 
unimportant if bonds are purchased 


for the investment account of a bank 
at their statistically low point; it is 
important, however, that they be pur- 
chased while a long upward swing 
is in progress and not at a time when 
interest rates are rising and hence a 
long downward swing in bond prices 
is under way. 

The question may well be asked: 
How shall the investment account 
funds be invested during a period of 
rising interest rates and declining bond 
prices? These funds should, of course, 
be placed in those assets whose capital 
value is least reduced by the rise in 
interest rates, or, in other words, in 
very short term items such as call 
loans, bankers’ acceptances, commer: 
cial paper and called bonds. As such 
assets have a maturity of only a few 
months at the most and as they must 
be paid at par, there will be no loss 
in capital value. Moreover, as soon 
as they mature they can be reinvested 
at the higher rate of interest current 
at that later date. It is sometimes hard 
to sell bonds which are selling to yield 
44 to 5 per cent. at the time when 
they are sold to invest the proceeds in 
short term paper yielding, perhaps, 
3Y% per cent., but it is the wisest 
course to pursue if interest rates are 
rising or seem likely to rise. If the 
funds are retained in bonds, it is not 
at all impossible that the market price 
will have fallen 3 or 4 or even 6 or 7 
points, depending on the quality and 
maturity of the bond, whereas the 
yield on the short term paper may 
easily have risen to 5 or 6 per cent. 
and the capital value of the funds in 
this form be intact. 

The time to buy bonds for the in- 
vestment account is when interest rates 
are falling and the time to sell them 
is when interest rates have re.ched 
such a low level that they seem likely 
to rise, replacing them with short time 
paper. By rotating the funds in the 
investment account in this manner 
it is quite possible to increase the 
capital value of this account from the 
natural accretions which come from 
taking advantage of the shifts in in 
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terest rates. These gains are best 
looked upon as additions to the capital 
value of the account. As long, how- 


ever, as they are taxed under the in- 
come tax law as income, it is perfectly 


correct to look at them as earnings 
from this account in addition to the 
interest earnings. 

Before leaving this general discus- 
sion of the time to buy bonds for the 
investment account of a bank it is 
appropriate to call attention to the 
significance of the maturity of the 
bonds purchased. As the market value 
of long term bonds is more greatly 
affected by a change in interest rates 
than are short term bonds, it is desir- 
able to purchase long term rather than 
short term bonds for the investment 
account of a bank. If this is done, it 
becomes increasingly necessary to sell 
those bonds when the trend in interest 
rates turns upward, for the market 
price of long term bonds will fall 
correspondingly further. 

NOW IS THE TIME TO BUY 

The reader may, perhaps, feel that 
this sounds all right—but asks what is 
the proper step to take at this par- 
ticular time. Interest rates are now 
rather low but they are not likely to 
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rise for some time and may even go 
lower. Is this a time to sell bonds or 
to buy them for the investment ac- 
count? If it is assumed that interest 
rates will remain low for at least some 
months or may even go lower—and 
this assumption seems ta be sound and 
logical—then the answer is that bonds 
should still be purchased for the in- 
vestment account of a bank. One 
reason why this statement can be made 
with assurance on the basis of this 
assumption is the fact that there is 
usually a lag between the change in 
the trend of interest rates and that of 
bond prices. This is clearly indicated 
in the accompanying chart. The trend 
in interest rates was clearly downward 
in October, 1929, whereas the upward 
trend in bond prices did not begin 
until November. The stock market 
panic of last fall caused more sudden 
changes 'in trends than is usually the 


case. The lag is generally more pro- 
nounced. 


DOWNWARD TREND IN INTEREST RATES 

As the chart shows also that the 
trend in interest rates is still distinctly 
downward, and as bond prices have 
not responded as much as there is 
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good reason to expect that they will, 
it seems quite safe to say that bond 
prices will continue to rise for some 
months before the point is reached 
when it will be desirable to sell bonds 
from the investment account and invest 
the funds in short term assets. Those 
bankers who were in a position late 
last fall to buy heavily of long term 
bonds for their investment account 
would profit substantially if they sold 
their bonds now. They will un 
doubtedly profit still more if they con- 
tinue to hold them and other bankers 
who purchase now will still be able 
to benefit from the upward swing. 

The most important point, however, 
for bankers to grasp is the significance 
to their investment account of the long 
time swings in interest rates and the 
effect which they have on the purchase 
of bonds for the investment account 
of their banks. Instead of causing them 
losses, these swings can be made to 
yield them important gains. 


TWO NEW PLANTS OPENED 
BY TODD 


Two additional check imprinting stations 
have been opened, one in Detroit and one 
in Cincinnati, by the Bankers Supply Divi- 
sion of the Todd Company of Rochester, N. Y. 

The Detroit piant, at 310 Congress street, 
will serve banks in central and southern 
Michigan, while the Cincinnati plant, at 659 
East Sixth street, will serve the states of 
Kentucky, West Virginia, Southern Ohio 
and Southern Indiana. 

During the last year the Todd Company 
kas doubled its imprinting facilities by open- 
ing plants in Boston, Buffalo, Birmingham, 
Des Moines and Spokane. The new plants 
in Cincinnati and Detroit make seven new 
imprinting stations established within the last 
year—a total of twelve in key cities through- 
out the country. 

The steadily increasing list of Todd- 
Bankers Supply Division customers in the 
Mid-West necessitated the opening of these 
two plants. The location of these cities 
with their excellent railroad facilities, and 
the proximity of the plants to the post office 
combine to offer excellent advantages for 
rapid service. 

No factor to maintain the fine delivery 
record of Todd Bankers Supply plants has 
been overlooked by company officials. The 
personnel has been carefully chosen. A. T. 
Jensen has been appointed manager of the 
Detroit plant, Emmet McCleary will be the 
Cincinnati plant manager. Both of these 
men have had long experience in this work. 
J. M. Lewis, division sales manager, will co- 
operate with Mr. Jensen and Mr. McCleary 
in their contact with the customers of the 
Bankers Supply Division of the Todd Com- 
pany, and will supervise the activities of the 
territorial representatives. In the Detroit 
division R. R. Baugh will serve Eastern 
Michigan; R. W. Shaner, Western Michi- 
gan. In the Cincinnati territory W. B. 
Hackett will serve Southern Ohio; W. D. 
Haughton, Kentucky and Southern Indiana; 
E. M. Abbott, West Virginia. 


COLONEL AYRES RECEIVES 
HONORARY DEGREE 


Cot. Leonard P. Ayres, vice-president of 
the Cleveland Trust Company, received the 
degree of Doctor of Laws from Rochester 
University last month in honor of his work 
in the field of economics and business re- 
search, This is Colonel Ayres’ second hon- 
orary degree. Several years ago he received 
the degree of “Doctor of Commercial 
Science” from Boston University, a degree 
created for him and conferred on the fif- 
tieth anniversary of the university's founding. 





The Rising Trend in the Foreign 
Bond Market 


By Marcus NADLER 
Associate Professor, New York University 


FTER the collapse of the stock 
Am in the fall of last year, 
and particularly after the pub- 
lication of the Young Plan, it was gen- 
erally believed that the foreign bond 
market in the United States would soon 
revive and assume the proportions it at- 
tained in 1927 and the first part of 
1928. Thus far, however, the volume 
of foreign financing in the United 
States has been small and one may 
say, below expectations. The prin- 
cipal reason for the slow revival of 
new foreign financing is the fact that 


and political conditions prevailing in 
the borrowing country. 
DEPRESSION IN BORROWING COUNTRIES 
Turning here for causes, we find that 
most borrowing countries, particularly 
those in South America and on the 
Continent of Europe, are at the pres- 
ent time going through a period of 
economic depression. In South Amer- 
ica the continuous downward move- 
ment of such important raw materials 
and agricultural commodities as coffee, 


ForEIGN BonpD PRICES 


Colombia, 6’s, 1961, January 

Antioquia, 7’s, Series D, 1945 

Chile, 6's, 1960 

Brazil, 6%4's, October 1, 

Minas Geraes, 6%4’s, 1958 

Sao Paulo (State) 7's, 1956 

Peru, 6's, 1960 

Bolivia, 7°s, 1969 

German Central Bank for Agriculture, 
1960, October 

Hamburg (State) 6's, 

Berlin (City) 6's, 1958 

Poland, 7’s, 1947 

Yugoslavia, 7°’s, 1962 (Series B) 


the prices of most of the outstanding 
bonds have not risen sufficiently to war- 
rant the issue of new bonds by the 
same borrowers. 

The rapid decrease in interest rates 
since last fall to a point below the 
average of the last five years has caused 
a rise of between eight and fifteen 
points in the prices of many foreign 
bonds, but they have not yet reached 
the issue price. It should be noted 
that the movement of foreign bond 
prices does not depend alone on the 
prevailing rate of interest in the lend- 
ing country; but rather upon economic 


Issue price 


Price at end of 
1928 1929 March, 1930 


89 66% 81 
94 72 85 
925% 89% 93 
941% 13% 84 
93% 72 82% 
971 82% 91% 
90 69% 81 
91% 73 81% 
881% 


87 78 
96 92% 97 

91% 88 933% 
87% 18%, 87% 
80 15%, 853%, 


cocoa, silver, tin, wool and wheat, their 
principal export commodities, has ad- 
versely affected the trade balance of 
the various countries. This, added to 
the inability of the South American 
countries to obtain new loans abroad, 
especially in the United States, since 
the latter half of 1928, has disorganized 
their exchanges, most of which have 
shown a declining tendency. 

While the Peruvian pound is nor- 
mally quoted at $4, open market sales 
have been as low as $3.70. 

The bonds of the Continental Eu- 


ropean countries, on the other hand, 
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ExCHANGE RATES ON SOUTH AMERICAN COUNTRIES 


Argentina 
Peso 

(par 96.48c) 
95.7642 
95.7650 
95.3409 
95.0015 
93.9192 
93.0029 


1929 


February 
September 
October 
November 
December 


1930 


91.3355 
86.5311 


February 
were affected not so much by adverse 
economic conditions as by adverse in- 
ternal political developments. Mention 
may be made of the continuous fight 
between the government and the Sejim 
in Poland, the parliamentary difficul- 
ties of Germany, the adverse political 
news emanating from the Balkans and 
the protracted negotiations on repara- 
tions at The Hague. These factors are 
chiefly responsible for the compara- 
tively slow recovery of the European 
bonds. 

In spite of this slow recovery of for- 
eign bond prices the outlook is satis- 
factory, because the volume of new 
foreign financing, contrary to general 
expectations, is bound to be smaller 
than in the past. In the first place, 
Western Europe has not only ceased 
to be a borrower but has even become 
a lender in the international capital 
markets. Thus France, which in 1926 
was forced to borrow from the Swedish 
Match Company in order to pay off the 
7 per cent. bonds outstanding in the 
United States, has already absorbed 
during the year 1930, in spite of the 
heavy taxes on foreign securities, two 
foreign issues, namely, a Chilean loan 
and a Finnish loan. It is also known 
that the (French are repurchasing as 
fast as possible their obligations out- 
standing in the world markets and that 
before long there will be few French 
securities held abroad. Similarly, Swit- 
zerland, Holland and Belgium, which 
formerly were borrowers in the inter- 
national capital markets, are repur- 
chasing their obligations and will not 
appear in the future as borrowers. The 
same may be said of Czechoslovakia and 


Gold milreis 
(par 11.96c) 


Colombia 
Peso 
(par 97.33c) 
97.0900 
97.0900 
96.3900 
96.3900 
96.3775 
96.3888 


Brazil Chile 
Peso 
(par 12.17c) 
12.0630 
12.0479 
12.0642 
12.0681 
12.0755 
12.0913 


11.9160 
TESTI 
11.8577 
11.8715 
11.7453 
11.2874 


11.0857 
11.1533 


96.3900 
96.3900 


12.0556 
12.0319 


Sweden. Thus Western Europe, which 
shortly after the war was a heavy bor- 
rower in the American market, will 
not only refrain from borrowing abroad 
but in all probability will compete with 
the United States for foreign loans. 

The. only potential European _bor- 
vowers that remain are Germany and 
the Eastern and Southwestern European 
countries. 

Considering first the Eastern and 
Southeastern European countries, it is 
apparent that they cannot become bor- 
rowers to any large extent because they 
are little known to American investors. 
Indications are to the effect that these 
countries will prefer to cultivate the 
European capital markets, particularly 
Paris, which before the, war supplied a 
large proportion of their capital needs. 


DECREASED BORROWING BY GERMANY 


As for Germany, the assumption 
that it will be a great borrower in the 
American market in the future seems 


also not to be based on facts. With 
the exception of loans already con- 
tracted and of reparation loans, which 
are beyond the control of Germany and 
which are to be issued by the Benk 
for International Settlements, the num- 
ber of German loans in the future 
will not be very large. A careful an- 
alysis of German economic develop- 
ment since the adoption of the Dawes 
Plan reveals that Germany has passed 
one economic cycle and is now enter- 
ing a new phase of economic policy 
with regard to foreign loans. 

The first phase was the so-called 
Dawes Plan era, the period from Sep- 
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tember, 1924, to September, 1929, 
which was marked by heavy foreign 
borrowings and the rationalization of 
German industry. While it is impos- 
sible to state the total amount of for- 
eign indebtedness incurred by Germany 
during these years, the interest pay- 
ments by Germany made abroad can 
serve as a fair indication of their 
volume: 


and ingenuity. While Germany still 
has to borrow substantial amounts in 
the near future in order to complete 
the reorganization of industry and 
trade, the borrowing will be limited 
and will, in all probability, show a de- 
crease in the not very distant future. 
If the German corporations adhere to 
the policy of Eigen Kapitalbildung and 
if, according to the statements of Ger- 


(In thousand reichsmarks) 


1927 1928 1929 


Net interest payment made by Germany abroad—total 
payments made by Germany abroad less payments 


made by foreigners to Germany 


The capital obtained from abroad 
was used primarily for the enlargement 
of plant capacity, the introduction of 
labor-saving devices and the replenish- 
ment of commodities of which Germany 
was denuded during the war and dur- 
ing the period of inflation. 

This in turn has brought about a 
great increase in the efficiency and pro- 
ductivity of labor, but the heavy debt 
that accompanied this growth in produc- 
tive capacity, coupled with the fact 
that foreign loans could not always be 
obtained, as was demonstrated during 
1929 when no foreign capital could be 
obtained at all, has developed a desire 
on the part of German corporations to 
increase their own resources and the 
slogan of reinvestment of capital (Eigen 
Kapitalbildung) has become the watch- 
word of practically all German cor- 
porations. 

The trend of economic thought at 
the present time in Germany is not to 
rely too much on foreign loans but 
rather to rely on their own resources 


450,000 700,000 860,000 


man public officials, the political sub- 
divisions restrict their borrowing to the 
domestic market, the volume of German 
borrowing in this market will be limited. 


SOUTH AMERICAN FINANCING 


While it cannot be denied that South 
America for a number of years to come 
will depend on. American capital for 
the development of the vast national 
resources of the individual countries, a 
careful investigation reveals that the 
borrowing abroad cannot be very large. 
In the near future, of course, a number 
of issues will be placed in the American 
market in order to make up for the 
lack of capital created by the inability 
of these countries to borrow abroad 
during the second half of 1928 and the 
entire year of 1929. After that is over, 
however, the volume of new financing 
will necessarily be limited. South Amer- 
ican foreign financing up to the end of 
June, 1928, progressed very rapidly as 
may be seen from the table below: 


ForREIGN Dest oF SOUTH AMERICAN COUNTRIES 
(In thousands of dollars) 
Per cent. 
increase dur’ 
1929 ing period 


111,387 125 
278,613 a4 
59,920 26 
67.9867 382 
TS 51IT 6 


Dec. 31, 
1926 
49,554 

193,935 
47,573 
14,113 

683,999 


Dec. 31, 
1927 
103,279 
234,985 
59,107 
36,262 
753,501 


Dec. 31, 
1928 
115,091 
263,915 

59,528 
70.823 
737,743 


June 30, 


Argentina 


Colombia 


*Exclusive of guaranteed debt. +Amount outstanding December 31, 1929. 
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This rapid pace, unless accompanied 
by an equal increase in production and 
exports, cannot continue without en- 
dangering the future balance of pay- 
ments of the countries. Not only will 
the South American countries be more 
reluctant in floating new issues on too 
large a scale but also the American in- 
vestment market, which is to a consid- 
erable extent ‘saturated with South 
American securities, will be hesitant in 
absorbing quantities of the same amount 
as during the years 1926-27 and the 
first part of 1928. 


CONCLUSION 
A careful analysis of the foreign 


financing in the United States reveals 
that the number of issues, with the ex- 


ception of those which have already 
been contracted in the past and are 
waiting for a ready market in order to 
be offered to the public, will be re- 
stricted. This restriction in the volume 
of new bonds offered in the’ United 
States, coupled with the increased sur- 
plus of funds in the Western European 
countries, will undoubtedly have a 
favorable effect on the foreign bonds 
already outstanding in the United 
States. As already indicated, one can- 
not speak of foreign bonds as a whole 
because each issue is subject to economic 
and political conditions in the borrow- 
ing country. With this exception in 
mind, one may state that the issues of 
those countries which show economic 
and political stability will register a 
substantial advance. 





The Bugle Band of the Canadian Royal Hamilton Light Infantry, which visited the 
Spring Horse Show at Cleveland last month, as it appeared in the lobby of the Union 
Trust Company, where it played several selections. 





F in idle fancy you should undertake, 
in your own selfish interests, the or- 
ganization of a nation-wide branch 

banking system based solely on strength 
and service, would you not add to your 
own institution, as branches, a list of the 
largest and strongest banks in every city 
and town? 


Yet your imagination can picture no 
higher degree of service nor greater po- 
tential strength than is in fact already at 


your command through an account with 


this bank. To our own unexcelled facili- 
ties there is added the service of 1,500 
correspondents . . . among the best 
managed banks of the country. 
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Profitable Safe Deposit Operation 


A Proper System of Co-operation Within Zones Would Increase 
Rentals and Profit Without Loss of Business 


By ARNOLD R. Boyp 


panies are obligated to and should 

as a matter of good business 
measure up to high and _ exacting 
standards in vault operation, then we 
must find some means 
of increasing our 
vault revenues which, 
generally _— speaking, 
are at present insufh- 
cient to cover the 
cost of such service 
and protection. The 
problem of inade- 
quate rental rates 
and service charges 


[ it is true that safe deposit com- 


will 


ture. 


has handicapped the 
safe deposit business 
from the beginning, 
but the problem has 
been rendered more 
acute in recent years 
by reason of the in- 


creasing cost of 
equipment and oper- 
ation, and especially 
by the keen and un- 
economic competi- 
tion now prevailing in the larger cities 
and towns. This problem of rental 
rates consumes a considerable part of 
the discussion and deliberations of 
safe deposit managers. It is of course 
contended by all vault managers that 
the safe deposit business, as a matter 
of principle and fairness, merits a 
larger return than it now receives for 
the service and protection it renders 
and for the risks and liabilities assumed. 
But the matter is more serious than this 
because of the fact that a large pro 
portion of the vaults throughout the 


From an address before the National Safe 
Deposit Convention, held in Boston recently. 
e 


ANKS and trust companies 
readily admit that 
the benefits and service which 
safe deposit vaults afford di- 
rect to box renters, including 
their customers, 
tial, valuable and quite neces- 
sary under our economic struc- 
But nevertheless they 
do not seem to be able to 
bring themselves to the point 
of making an adequate charge 
for them and of applying to 
their vaults and safe-keeping 
departments the same business- 
like principle of self-support 
which they so rigidly attempt 
to enforce in the other depart- 
ments of the bank. 


country are today being operated on 
a rental basis which under a proper 
system of accounting is insufficient to 
make them financially self-supporting. 
The stock answer to this state of affairs 
is that practically all 
safe deposit com- 
panies are in some 
way afhliated with 
banks and trust com- 
panies and that these 
institutions are con- 
tent and prefer to 
take their profits in 
the: form of the sup- 
port and assistance 
which vaults render 
them in securing, 
holding and serving 
depositors, rather 
than in the form of 
cash revenues which 
might be obtained 
from higher rentals 
and service charges. 

As a consequence 
of this attitude the 
vaults of many banks 
are operated as a 
sort of unavoidable accommodation, 
on the theory that it is more 
or less a matter of meeting in kind the 
competition of other banks. This, of 
course, is an unhealthy state of affairs 
and undoubtedly lends itself to evil 
results in matters of service, vault 
supervision and protection of the 
properties involved. Under these con- 
ditions of low returns from rentals, 
vaults, especially in the smaller cities 
and towns, are permitted to drift along 
under a sort of self-service system 
without skilled and experienced man- 
agement. Banks and trust companies 
which allow their vaults to be oper- 


59 


are substan- 
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ated in this careless and non-self-sup- 
porting manner would not be content 
to operate any of their other depart- 
ments in that fashion. At the same 
time banks and trust companies will 
readily admit that the benefits and 
service which safe deposit vaults afford 
direct to box renters, including their 
customers, are substantial, valuable and 
quite necessary under our economic 
structure. But nevertheless they do 
not seem to be able to bring them- 
selves to the point of making an 
adequate charge for them and of ap- 
plying to their vaults and safekeeping 
departments the same _ business-like 
principle of self-support which they 
so rigidly attempt to enforce in the 
other departments of the bank. They 
fearlessly exact a service charge of 
one dollar a month for carrying on 
their bank books the name of a cus- 
tomer who fails to maintain his deposit 
account up to the minimum require- 
ments, while at the same time they 
will rent that customer a box in their 


vaults, give him all the accesses and 
vault accommodations he demands, as- 
sume responsibility for the safe-keeping 
of perhaps thousands of dollars worth 
of his securities, all for the small sum 
of three to five dollars a year, hesitat- 
ing to charge more for fear the box 


renter will go elsewhere. And what 
is more, there is reason in the larger 
cities for fearing that box renters, if 
a higher rental is demanded, will go 
elsewhere to rent boxes because the 
vaults of neighboring and competing 
banks are also being operated on a 
scale of low and inadequate rentals. 
There is no doubt but that this attitude 
of controlling banks constitutes one 
of the most formidable difficulties in 
the problem of raising the standards 
of rentals and we should attack it with 
courage: and frankness. The problem 
of raising rentals is made more com- 
plicated and involved, however, because 
of the varying conditions prevailing in 
different jurisdictions and communities. 
Vaults located in different sections of 
the same city, for example, may not 
be able to command the same rates 


for the same amount of space, and we 
are presented with even wider varia- 
tions in the conditions which prevail in 
the different cities and towns through- 
out the country. 

But however formidable these diffi- 
culties may seem, I believe that they 
are not insurmountable with the proper 
amount of courage and co-operation. I 
say courage because I believe that the 
keen competition under which safe 
deposit companies have all been labor- 
ing has given them the false notion 
that the average business man will not 
submit to an adequate charge for a 
service and the protection which he 
needs and which it would be difficult 
for him to dispense with under present 
business conditions. I say co-operation 
because that is indispensable to achieve 
satisfactory results from any plan in- 
tended for and put into operation for 
the benefit of all concerned. 


ZONING PLAN 


I suggest that the most effective plan 
for bringing about and gradually build- 
ing up an increase in rental rates and 
service charges is for the different 
associations to block off into zones the 
several territories they cover so that 
each zone will incorporate those vaults 
which are subject to similar operating 
conditions and which more or less 
compete with each other for the same 
business over and coming from. prac: 
tically the same section. If all the 
vaults thus incorporated in the same 
zone will form a co-operating unit 
within the framework of their associa- 
tion they can in unison build up their 
rental rates to a standard which fits 
their common requirements and locality 
without the fear of losing box renters 
to competitors. Under this plan very 
little business would be lost to any zone 
as a whole, because of inconvenience 
to box renters, and it would be of no 
practical advantage for a discontented 
box renter to shift from one vault to 
another in the same zone because all 
vaults in that jurisdiction under this 
plan would be operating on the same 
uniform scale of rental rates. You will 
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observe also how this group-co-operat- 
ing plan will assist in overcoming the 
rent-raising difficulties presented by the 
varying conditions which prevail in 
different communities, because only 
those vaults subject to similar operat- 
ing conditions will be included in the 
same zone and co-operating unit, and 
generally speaking the problems of one 
vault would be the problems of all. 
Co-operation is thus rendered more 
practical 

This plan, I believe, is feasible and 
although we have very few examples 
of effective results having been accom- 
plished by this method, I nevertheless 
believe it is worth a trial. Taking the 
City of New York, for example, I be- 
lieve that if all the vaults on Man- 
hattan, below Canal street, would, in 
co-operation and in unison, raise the 
rental rates on all vaults in that terri- 
tory to a standard appreciably higher 
than the prevailing rate very few cus- 
tomers would be lost to any one vault. 
Certainly very few business people and 
box-users located in that section would 
be driven to rent boxes uptown because 
of such raise in rates, provided always, 
of course, that the rental rates charged, 
including the increase, are reasonable. 
And it is certainly reasonable for safe 
deposit companies to demand from 
their box renters a rental rate which 
will enable them to provide efficient 
service and effective protection and in 
addition yield a fair return on the in- 
vestment involved. The results which 
I suggest may be accomplished from 
application of the zone-co-operating 
plan in lower Manhattan, New York 
City, may also be accomplished in other 
sections by the same method. Of course, 
it goes without saying that the process 
of raising any safe deposit vault or 
group of vaults located in the same 
community to a financially self-support- 
ing and profitable basis must of neces- 
sity be gradual. I am not suggesting 
by the proposed plan that a group of 
vaults in any community may as a 
practical matter combine and at one 
stroke place their vaults on a profitable 
basis by the immediate enforcement of 


higher rentals. And such immediate 
results are not necessary either for the 
survival of our vaults or for the effec- 
tive working of our plan. It will serve 
our purpose in a satisfactory manner 
if our ultimate objective of adequate 
rentals is achieved gradually, step by 
step. The co-operating unit of vaults 
of each zone will, of course, have its 
particular set of conditions to contend 
with and a suitable rental-raising plan 
will have to be devised to meet those 
conditions. But the plan when adopted 
by the vaults of any particular zone 
will affect all vaults alike because they 
are all subject to the same operating 
conditions. 


CO-OPERATION ESSENTIAL 


You see, of course, how essential 
actual co-operation is to the effective 
operation of this plan. Unless all 
vaults of the same zone operating under 
similar conditions are willing to co- 
operate and work in unison, no satis- 
factory results can be accomplished. 
Partial co-operation among the vaults 
of any community on a rent-raising 
plan will have the effect of throwing 
competition out of balance in that the 
raising of rental rates by the ‘co-operat- 
ing vaults will drive customers to those 
competitors in the same section who 
continue to sell and rent space on a 
cheaper basis. There is no doubt but 
that it will be difficult in many sec- 
tions and communities to bring about 
sufficient united action to make this 
home rule plan workable, but with the 
proper effort and leadership substantial 
results should be obtained in time. It 
should be realized that a matter of this 
kind requires patient effort and slow 
progress is to be expected, but this 
should not discourage us in our efforts. 

I am convinced that the financially 
unprofitable and non-self-supporting 
state of affairs under which the safe de- 
posit business as a whole is now labor- 
ng should be corrected. It goes with- 
out saying that no business enterprise 
can be expected to measure up to the 
proper standards unless it is financially 
self-supporting. Perhaps this statement 
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does not apply to the larger vaults at- 
tached to the leading banks in the 
larger cities, but what have we to say 
about conditions among the smaller 
vaults in the outlying sections of our 
cities and in the urban _ districts 
throughout the country? Many of 
these vaults are being operated on a 
sort of self-service plan under the 
quasi-supervision of the disinterested 
and unskilled bank clerk who happens 
to be unoccupied at the time a box 
renter applies for access. But some will 
say that these small vaults would not 
pay for the full time of a skilled and 
experienced manager as well as the 
other operating expense if their pre- 
vailing rental rates were even doubled 
or trebled, for the reason that there 
is not a sufficient volume of business 
accessible to those vaults to make it 
possible. And I grant you that that is 


true in many instances, but my answer 
is that the managers of the group of co- 
operating vaults of any zone or com- 


munity having those conditions to deal 
with have two tasks to perform and 
two causes to advance in improving the 
standards of the vaults in such a sec- 
tion. One is to seek to bring about 
united action in raising rentals to a 
fairer and more adequate basis, and the 
other is to convince the management of 
their controlling banks that it is just as 
important, from the standpoint of re- 
sponsibility and good business, to serve 
vault customers properly and to pro- 
vide the proper protection and care 
for their securities and valuables as it 
is to render satisfactory service to cus- 
tomers of the other departments of the 
bank. Safe deposit vaults should not 
be operated at all unless they are prop- 
erly equipped and placed under the 
supervision and management of skilled 
and experienced operators. If and 
when, therefore, banks and trust com- 
panies feel that safe deposit depart- 
ments are necessary and must be main- 
tained for their customers and they are 
either unwilling or else find it impos- 
sible to charge sufficient rentals to cover 
the maintenance and operation of those 
vaults according to proper standards in 


matters of equipment and supervision, 
then I submit that those banks, in con- 
sideration of the benefits they derive 
from their safe deposit departments, 
should be willing to make sufficient 
contribution to the end that their box 
renters may be afforded the high degree 
of protection, security and efficient 
service to which they are entitled. 

The matter resolves itself to this, 
that high and efficient standards in 
equipment, managing personnel and 
methods of vault operation should at all 
times and in all cases be maintained 
and either the vault customers, who 
derive the benefits in the way of serv- 
ice and protection, or the controlling 
banks, whose interests and purpose are 
served, or both together, should be as- 
sessed a sufficient tariff to provide the 
necessary revenue to enable the vault 
to meet and measure up to these re- 
quirements. 

But some will ask, is it not true 
after all that box renters of the smaller 
and improperly operated vaults would 
be estopped to complain in case of loss, 
because the rentals they pay for their 
boxes are not sufficient to justify or to 
provide equipment, supervision and 
protection of a high and efficient stand- 
ard? Do not box renters of such vaults 
get just what they pay for and can 
they expect and demand more? Do 
not box renters at the time they rent 
their boxes see the type and standard 
of equipment, facilities and managing 
personnel of the vaults they are dealing 
with and if they rent boxes with 
knowledge of the conditions is it not 
presumed as a matter of law that they 
are content to and do accept them and, 
therefore, must abide by the results? 


NO ESCAPE FOR INEFFICIENCY 


These are all plausible contentions 
but they will not afford an avenue of 
escape for those vaults that fail to 
measure up to the proper standards of 
safetv and efficiency. And the proper 
standard, as we have observed, is high 
and exacting to the extent of requiring 
that safe deposit companies shall pro- 
vide such equipment and vault per- 
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sonnel and exercise such care as may 
be necessary under the surrounding 
circumstances to effectively prevent the 
loss and reasonably assure the safety of 
properties deposited in their vaults. 
These are minimum requirements which 
the law exacts for reasons of public 
policy and safe deposit companies can- 
not escape their duty to measure up to 
them regardless of the rentals they may 
see fit to charge their customers. When- 
ever a safe deposit company is accused 
of negligence it is no defense to allege 
that the vault was not self-supporting; 
or that the complaining customer was 
not paying an adequate rental for his 
box or safe; or again that the customer 
knew or should have known when he 
rented his space that he was dealing 
with a vault which made no pretense 
of measuring up to high and approved 


standards of safety and_ efficiency. 
The courts in determining the 
liability of safe deposit companies 


for alleged losses will not concern them- 
selves with such matters. In reaching 
their conclusions as to whether vaults 
have violated their duty and whether 
they have been guilty of negligence 
the courts apply the rule of “reason 
and comparison.” The points at issue 
are: First, did the defendant depositary 
provide such equipment and exercise 
such care in the operation of its vault 
as would in fact reasonably insure the 
safety of and effectively protect the 
properties of its customers? Second, 
did the defendant depositary in mat- 
ters of vault equipment, managing per- 
sonnel and methods of operation meas- 
ure up to the standards approved and 
followed by the better operated com- 
panies doing business under like con- 
ditions and circumstances? 

If this is the yardstick by which the 
courts determine in any case the ex- 
tent to which vaults have complied 
with their duties and obligations then 
I submit that it is imperative for safe 
deposit companies at all times, and un- 
der all circumstances to conform to high 
and efficient standards in matters of 
equipment, vault personnel and meth- 
ods of operation. Because of the na- 
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ture and importance of the business, 
safe deposit companies, like banks, are 
not permitted for reasons of public 
policy to set themselves up to conduct 
a business which does not carefully 
safeguard and protect the interests and 
properties of their patrons. I further 
submit that better and more efficient 
standards of vault operation through- 
out the country would be brought 
about if self-supporting and more ade- 
quate rental rates were adopted, and 
that the most practical and effective 
method of bringing about more ade- 
quate rental rates and service charges 
under the present-day competition and 
diverse circumstances under which dif- 
ferent vaults operate is for the different 
associations to encourage wherever pos- 
sible and work through the suggested 
zone-co-operative working unit plan. 


PHILADELPHIA MERGER 
PROPOSED 


STOCKHOLDERS of the Central National Bank 
and of the Penn National Bank, of Phila- 
delphia, will meet July 7 to vote on a pro- 
posal, approved by the directors, to merge 
the two institutions under the name of the 
Central-Penn National Bank. Exchange will 
be on a share-for-share basis. 

If the merger is effected, the officers and 
personnel of both banks will be retained, 
and the four offices of the Central Na- 
tional and offices of the Penn National will 
be maintained. The enlarged institution will 
have capital, surplus and profits of approxi- 
mately $15,000,000 and deposits of more 
than $50,000,000. 


GEORGE N. LINDSAY HEADS 
NEW YORK BOND CLUB 


GerorceE N. Linpsay, vice-president of Banc- 
america-Blair Corporation of New York, has 
been elected president of the Bond Club of 
New York, to succeed Pierpont V. Davis. 
Other officers elected for the coming year 
are Harry M. Addinsell, of Harris, Forbes 
& Co., vice-president; R. Lawrence Oakley, 
of Maynard, Oakley & Lawrence, secretary; 
and Henry W. Brower, of Laidlaw & Co., 
treasurer. 


CORN EXCHANGE DIRECTOR 


Georce E. TurnureE, of Lawrence Turnure 
& Co.. has been elected a director of the 
Corn Exchange Bank Trust Company, New 
York. 


The Market for Money 


The Interdependence of Interest Rates Existing in the Several 
Divisions of Our Money Market 


By JoHN E. ROVENSKY 
Vice-chairman, The Bank of America, N. A., New York 


ROADLY speaking our money 
B market can be divided into three 

sections: commercial, security 
and real estate. There is no well de- 
fined line of demarcation between 
them—they overlap and there are 
numerous hybrid forms of borrowing. 
It is futile to try, as some have, to 
set up any one of these as the funda- 
mental market and consider the others 
as moving in relation to it. Such a 
theory is very convenient and would 
simplify the subject but unfortunately 
is not sound. It was simpler for the 
ancients to consider the earth as the 
permanent and fixed center of the 
universe and thereby judge the move- 
ment of all the other bodies but it was 
not sound and led to erroneous con- 
clusions. 

The fundamental money market is 
the world market—all others are rela- 
tive. 

The commercial money market con- 
sists of various forms of borrowing— 
each with its own rates: 

A. Open market commercial paper. 

B. Important concerns with nation- 
wide banking facilities. 

C. Less important concerns 
banking facilities in larger cities. 

D. Local concerns with only local 
banking facilities (whether in a large 
or small city). 

The rates in Class D and to some 
extent in Class C are apt to vary in 
different parts of the country. Classes 
A and B are usually the same in all 
sections. By that I do not mean that 
all commercial paper, regardless of 
name, sells at the same price, nor that 
all Class B concerns can borrow at a 


with 


From an address before a meeting of the 
Robert Morris Associates. 


like rate. I mean that a certain piece 
of commercial paper usually sells at 
the same rate in all sections of the 
country and that a Class B concern 
can usually borrow at approximately 
the same rate at its banks, wherever 
situated, at the same time. Here, 
however, one of these “modifications” 
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America, 


must be interposed. The relation of 
the concern to its bankers and local 
conditions often modify this rule. 
Formerly the open commercial paper 
market was the basic one that domi- 
nated the others, but the great decrease 
in the volume of paper has lessened 
its influence. While the volume of 
commercial paper was declining, the 
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number of Class B concerns greatly 
increased and the position of open 
market paper as the dominant factor 
in the commercial money market is 
now at least shared, if not usurped, 
by Class B borrowings. 

There is naturally a close connec- 
tion between Classes A and B for 
practically all concerns in Class B have 
the facilities of the open market, either 
actually or potentially at their dis- 
posal. However, the “lag” between 
the movements of these two rates is 
greater than most people realize. 
There is a well founded hesitancy on 
the part of concerns in departing from 
established channels and leaping from 
one form of borrowing to another. 
There is the realization that over a 
period these two rates tend to be 
equally advantageous and that the de- 
termining factor ought to be the nature 
of the concern’s business—the season- 
able character of its borrowings, etc_— 
rather than a momentary difference in 
the levels of rates. A merchant who 


borrows large amounts to finance a 
seasonable movement of goods is not 


likely to abandon the open paper 
market and establish additional bank 
lines because Class B happens to enjoy 
a lower rate. Nor is a manufacturer 
with established bank lines likely to 
enter the open paper market unless 
the rates there (inclusive of selling 
commission) persist for some time 
lower than in Class B. 

The rates in Class C are less sensi- 
tive than the two former classes. These 
concerns have a much narrower market 
at their disposal and their rates, while 
fundamentally based upon Classes A 
and B, depend to a considerable extent 
upon their locality, their relationship 
to their banks, balances carried, fre- 
quency of borrowing, their credit 
standing, work involved in handling 
the account and numerous other fac- 
tors, including their individual trading 
ability. 

The rates in Class D are compara- 
tively immobile. They respond very 
slowly to changes in Class C and then 
only to a limited degree. The elements 


described in the preceding paragraph 
(regarding Class C) practically de- 
termine the rates in Class D and 
changes in the other classes have only 
a moderate effect upon rates in this 
division. In the case of the vast mass 
of very small accounts the rate re- 
mains practically fixed at a level de- 
termined by local conditions. 

The question naturally presents itself 
at this point: what determines the rates 
in Classes A and B? To answer, 
“the law of supply and demand,” begs 
the question. While Class A is no 
longer the dominant factor in the 
commercial money market it is still the 
most responsive medium through which 
other parts of the general money 
market communicate their influence. 
As banks find interest rates for secured 
time loans and other investments of 
similar maturity declining they natur- 
ally bid lower rates for commercial 
paper in the open market. Commer: 
cial paper brokers are, as a class, un- 
usually keen students of money market 
conditions and frequently help the 
banker to make up his mind. The 
decline in open market rates is com- 
municated, to some extent psychologi- 
cally, to Class B and eventuallv to 
Class C (after allowing for the “lag”). 
Its effect on Class D is only slight, and 
the “lag” is great. 


SECURITY MARKET 


Let us now turn to the security 
market. This can be subdivided into 
five classes: 

I. Call money on the New York 
Stock Exchange. 

II. Time loans on the New York 
Stock Exchange. 

Ill. Time loans of important 
brokers with established relations in 
New York banks. 

IV. Time loans of less important 
brokers with banking facilities in banks 
in other large cities. 

V. Time and demand loans to indi- 
viduals. 

The most responsive rate here is 
obviously Class I. It formerly repre- 
sented the float of funds between New 
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York City banks. It now represents 
far more than that. In it are now 
employed the money float of New York 
City banks, banks in America and 
Europe and corporations and_indi- 
viduals generally. While the sources 
of these funds have become world- 
wide, their use is still confined to the 
New York stock market. The scope 
of the latter has greatly widened, but 
not in proportion to the supply of call 
money, with the result that a far 
greater part of Wall Street borrowing 
is now carried on a demand basis than 
formerly. Rates for Class II time 
loans naturally respond to changes in 
the Class I rate. Brokers and banks 
back their opinions as to the trend 
in rates by swinging from one class 
to the other. This movement affects 
the relative position of these two 
classes but the great volume of funds 
placed by outside banks, corporations 
and individuals exclusively in the call 
money market tends to maintain a 
differential in favor of Class I. 

Class I is the most sensitive medium 
(together with the acceptance market) 
through which our country’s general 
money market receives its impulses from 
abroad. Changes in the floating supply 
of funds anywhere in the world are 
quickly registered here. Changes in 
the security market are also registered 
first in this market and only later do 
they react on Class II and the other 
parts as stated in a foregoing para- 
graph. The “lag” here is apt, how- 
ever, to be quite short. There is far 
more mobility and anticipation exer- 
cised in the security money markets 
than in the commercial. 

Class III rates follow those of Class 
II more or less closely. The “lag” is 
present, but rather brief. Its duration 
and the closeness of the rate depend 
greatly upon the nature and distribu- 
tion of the collateral; special arrange- 
ments as to duration of the loan; its 
size; relationship of customer to bank 
(ie., balances, frequency of borrow 
ing, other services performed, etc.) and 
numerous other factors. 

Class IV rates are affected by all 


the conditions of Class III and in addi- 
tion thereto by the most important 
factor of all—local conditions. 

Class V rates cannot be defined as 
they really constitute a special transac- 
tion in each case. No rule that I 
could frame would be of much help. 
So many factors enter into the rate in 
these cases that practically no two are 
alike. They are, of course, in a some- 
what remote fashion based upon money 
market conditions, but these are by no 
means controlling or even the most 
important. 

The real estate money market is in 
a totally undeserved subordinate and 
at times forgotten position. Due to 
excesses in real estate financing of past 
periods a prejudice has grown up that 
is not justified by the facts of today. 
After all, the development and struc- 
tural activities of the nation are abso- 
lutely essential to its welfare and the 
financing of these activities deserves 
proper recognition. 

Our real estate financial market, 
(largely as the result of the above 
causes) is not, unfortunately, as well 
organized as the others. The recently 
organized Real Estate Securities Ex- 
change is a step in the right direction. 
The growth of larger reputable mort- 
gage companies and the continued 
elimination of undesirable concerns in 
that field is also helpful. The possi- 
bilities in this line are great but at 
the present time the connection be- 
tween the real estate money market 
and the.general money market is quite 
erratic and apt to be irrational. 


HYBRID FORMS OF FINANCING 


There are numerous hybrid forms of 
financing. One of the most important 


of these is the acceptance market. 
Born of the Federal Reserve Act in 
1914, we are still experimenting with 
it by the trial and error method. The 
acceptance rate is influenced by: 


a. The Federal Reserve Bank buy- 
ing rate. 
b. The Federal Reserve Bank re- 


discount rate. 
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c. The call money rate. 

d. The rate at which prime com- 
mercial loans are made. 

e. Conditions abroad 


The reason for a and b are self 
evident. The effect of call money is 
also apparent, particularly since a 
part of the brokers’ portfolios is carried 
to some extent by means of call loans 
at banks. The effect of d is on the 
supply rather than the demand side of 
the equation. A large part of the 
acceptances is of domestic origin. It 
is customary for banks to charge a 
commission of 1 per cent. per annum 
(sometimes more) for accepting. Thus 
if the buying rate for acceptances in 
the open market advances to a point 
] per cent. or less below the rate at 
which commercial loans are being 
made, the borrowers use their bank 
lines in the form of straight borrowing 
instead of drawing acceptances. If the 
two forms are about equally ad- 
vantageous the bank and customer will 
usually both prefer to use the accep- 
tance method. The reasons for e are 
too numerous to detail. In short, any 
condition abroad that causes foreign 
banks or others to either buy or sell 
our acceptances, to draw or refrain 
from drawing on us, naturally affects 
the acceptance rate. In this feature 
the acceptance market and the call 
money market jointly occupy the posi- 
tion of the most immediate media of 
communication with the world’s money 
markets. 

There are other, less important, 
sections of the money market, such as 
the short term, Government and other 
paper, etc. 

The foregoing must be taken as only 
a brief survey of one “frame” of the 
entire subject. The intricacy of the 
subject, its enormous compass, prevent 
the formation of any but very general 
conclusions. The time element is also 
important as the subject, in response 
to the many forces reacting upon it, 
changes daily and the conclusions of 
today must frequently be modified or 
reversed tomorrow. 


SAFE DEPOSIT CAMPAIGN ADDS 
800 CUSTOMERS 


HERE are 800 new customers 
in the safe deposit department 
of the Wachovia Bank & Trust 
Co., Winston-Salem, N. C., as a result 
of a sixty-day campaign by officers and 
employes, according to the Wachovia, 
house organ of the bank. A survey 
made several months ago throughout 
the system was responsible for the 
plans for the campaign. 

This survey showed that although 
several thousand customers of the 
bank’s other departments were also 
making use of the safe deposit facili- 
ties, there were many others who were 
not, and who did not realize that safe 
deposit protection could be secured at 
a low annual cost. 

As a result of this analysis, it was 
decided to conduct a special campaign 
to extend the safe deposit services at 
four of the bank's’ offices—the main 
office at Winston-Salem and those at 
Asheville, Salisbury and Raleigh. In 
preparation for the campaign several 
hundred new boxes were installed in 
the main office and it was necessary 
to suspend the campaign after thirty 
days in order that additional: boxes 
might be installed. 

A personal letter was sent by an 
officer at each office to a selected list 
of customers, inviting them ta make 
use of this service, and particularly to 
visit the safe deposit department the 
next time they were in the bank. 
Officers and employes took occasion to 
call this service to the attention of 
customers at every opportunity. As 
a result of this effort, 800 new cus 
tomers were secured during and imme’ 
diately after the sixty-day period. 

Throughout the campaign the dom: 
inant thought was to provide a service 
of protection for Wachovia customers, 
and the securing of additional revenue 
was a secondary matter. 

At each office prizes were awarded 
to those securing the largest number of 
new safe deposit customers. 





Problems in Bank Credit 


By M. E. RoBERTSON 
Credit Manager National Shawmut Bank of Boston 


THE BANKERS MAGAZINE has secured the services of Mr. Robertson to answer 


the inquiries of readers on current problems of the credit manager. 


Questions * of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MaGazINeE, 71-73 Murray Street, New York. 


8 gpeionarsa A music publishing 
company has banked with us for 
some time and we give them an un- 
secured line of credit. What do you 


think a company in this line of busi- 
ness should show in the way of current 
ratio, or what features deserve special 


consideration? Cc. A. ih. 

ANSWER: Because of the nature of 
inventory and the likelihood that it 
would shrink tremendously “under the 
hammer” the ratio should unquestion- 
ably be well over the so often referred 
to “two for one” position. I would 
further say that a qualitative analysis 
of the current assets would be of prime 
importance. It would be my idea 
that there should be a very ample 
margin of cash and active receivables 
over and above the indebtedness in 
order to assure that there would have 
to be considerable shrinkage in these 
assets before it was even necessary to 
touch merchandise. 


QUESTION: We frequently take 
assignments of life insurance policies 
to secure loans. It has been brought 
to our attention that assignments may 
vary in form and value, and we would 


appreciate your comment as to pro- 
cedure. e. j. 4. 


ANSWER: I have written to sev 
eral prominent insurance companies and 
replies received are very interesting. 
It is to be noted that the practice varies 
with the different companies and in 
order that you may grasp this distinc- 
tion I quote in part from some of the 
letters. One company replies in part 
as follows: “We enclose herewith form 
of assignment, which can be used in 
cases where you take a policy as col- 
lateral security. Under the terms of 
such assignment, you will note that 
the assignee has the right to surrender 
the policy for its cash value at any 
time when such cash value becomes 
available under the terms of the policy, 
or to sell the policy. Also, the insured 
can execute an assignment to someone 
else should he so desire, ‘but such 
assignment will not in any way affect 
the interest in the policy of the prior 
assignee.” This assignment form con- 
tained a typewritten insert to give the 
assignee the rights mentioned in this 
letter with respect to surrender value, 
etc., and was not a part of the printed 
form. Another letter reads in part 
as follows: “In cases of filing assign- 
ments it is our practice to record only 
assignments that are absolute and un- 
conditional upon their face. The as- 
signment, of course, to be executed 
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by the insured and beneficiary, if any. 
Such assignment would leaye no room 
for the insured to make any further 
assignment since all his right, title and 
interest has already been transferred.” 
A third company advises: “It is the 
practice of this company where one of 
its policies is to be assigned as collateral 
security for a loan to a third party to 
require the execution of a collateral 
assignment upon the company’s pre- 
scribed form. This assignment form 
authorizes the company on maturity 
of the policy to deduct from the pro- 
ceeds thereof the amount of the in- 
debtedness secured by the assignment 
and to pay the same to the assignee; 
the balance, if any, to be paid to the 
person or persons entitled under said 
policy. This assignment form also 
provides in case of default of the pay- 
ment of the indebtedness thereby 


secured that the company may upon 
demand of the assignee apply the cash 
surrender value to the payment of the 
claim of the assignee; the balance of 


said value, if any remained, to the 
person or persons entitled thereto. The 
company also requires that the assign- 
ment be executed in duplicate and both 
copies forwarded to the company for 
record, after which the original copy 
would be returned to the assignee. 
The company assumes no responsibility 
as to the validity of any such assign- 
ment.” A fourth company writes in 
part as follows: “We enclose blank 
copies of our assignment forms. One 
is a collateral assignment, and you 
will see from the language therein that 
the company can pay a surrender value 
to the bank if this form is properly 
executed. Another is an _ absolute 
assignment, and carries all rights under 
the policy jto the bank. The third is 
an absolute assignment, with power of 
attorney, and carries all rights under 
the policy to the assignee. It is also 
the practice of the company’ to indorse 
policies payable to a bank, either abso- 
lutely, or as their interest may appear, 
and also include in the indorsement 
that the bank can exercise the right as 
to the surrender value, or any other 


values under the policy.” In addition 
this company has the following circu- 
lar which it sends to those who con- 
template assignments: “The following 
suggestions are made for the benefit 
of those policy-holders of this company 
who contemplate assigning their poli- 
cies: 


“a. An assignment of a life insurance 
policy should not be made for anv 
trivial reason, and only with a clear 
understanding of its effect upon the 
insurance. Every assignment should 
be properly drawn and executed, other- 
wise it may disappoint the expecta- 
tions of those interested, because when 
the policy becomes a claim it is obvious 
that the company can pay only that 
party whose title to the insurance is 
perfect. 

“b. The full name of both the 
assignor and assignee should appear, 
and also the street address of the 
latter. Any beneficiary named in the 
policy should also join in the execution 
of the assignment, and the beneficiary's 
name written precisely the same. 

“c. Parents cannot assign the interest 
of children, nor can the latter do it 
for themselves unless they are of age. 
Only by a legally appointed guardian 
under order of the court can a minor's 
interest be assigned. 

“d. Erasures or interlineations in a 
printed form of assignment should be 
avoided. If the printed form does not 
express the design of the parties in- 
terested some other form should be 
substituted. The shortest and simplest 
form is the best, provided it expresses 
the meaning correctly. Blank forms 
will be furnished by the company upon 
application therefor, giving the number 
of the policy and stating the purpose 
for which the assignment is to be made. 

“e. It is provided in our policies 
that duplicate assignments should be 
sent to the company for record, but 
this does not imply that the company 
assumes any responsibility for the cor 
rectness, validity or sufficiency of as 
signments, because an assignment is 
an agreement to which the company 
is not a party, and because, also, the 
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force of an assignment may depend 
somewhat upon state laws or decisions 
of courts, or other circumstances of 
which the company is unaware. An 
assignment is simply placed on file with 
the company, but its validity or sufh- 
ciency is not in any manner whatso- 
ever guaranteed. 

“f. Every assignment or relinquish- 
ment of interest conveyed by an assign- 
ment should be acknowledged before 
a notary public, or other officer com- 
petent to administer oaths, and his 
oficial stamp seal affixed to the docu- 
ment.” 

Another company writes as follows: 
“You have stated in part and to the 
effect it is alleged that an insured 
may make an assignment of a policy 
whereby the principal will be payable 
in the event of the death of the 


assignee and still fail to transfer to 
the assignee the cash surrender value. 
We wish to advise that under an as- 
signment of an ordinary policy trans- 
ferring to the assignee all rights and in- 


terests of the assignors it is our practice 
to ask for the signature of the insured 
as well as the signature of the assignee 
to any request for values. This is done 
because of the fact that no responsibil- 
ity for the validity of assignments is 
assumed by us, but where the assign- 
ment is absolute in form and the signa- 
ture of the assignor cannot readily be 
obtained we would in all probability 
grant a cash surrender value to an 
assignee provided such party could 
supply us with a statement to the 
effect that its interest in the policy 
was equal to or exceeded the cash 
surrender value as of the date of sur- 
render. On the other hand, where 
the assignment is not absolute in form, 
but is drawn to cover the interest of 
the assignee as it may appear, or in 
some other manner restricts the in- 
terest of the assignee, we would not 
grant either a loan or a_ surrender 
value unless the insured and the 
assignee joined in the request for such 
value. Furthermore, in connection 
with the granting of a cash surrender 
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value under a policy which has been 
assigned under a partial assignment the 
signature of the beneficiary, if any, is 
required to the release. A policy which 
has been assigned by the insured and 
the beneficiary may be reassigned by 
the original assignee, but in such a 
transaction the question as to who 
should have possession of the policy 
is one which would require the decision 
of those interested. For your con- 
venience we are enclosing six sets of 
our regular assignment forms and, as 
it is our object to keep in touch as 
much as possible with each and every 
assignment which is proposed, may we 
not ask that you supply us with the 
facts in the case such as the number 
of the policy and the full name of the 
insured whenever you have occasion to 
use one of the sets. This will enable 
us to mark our records and at the same 
time arrange for the recording of the 
assignment when it is submitted. It 
is understood that any and all benefi- 
ciaries should join with the insured in 
the execution of an assignment and 
that any loan which may have been 
granted under the policy by the com- 
pany will constitute a prior assignment 
to us. In this connection may we not 
point out that possession of the policy 
by the insured is no guarantee that 
the contract is free from indebtedness, 
because it is not our practice to either 
hold or indorse a policy when granting 
a loan on a policy issued in this 
country. The forms as printed pro- 
vide for absolute assignments, but if 
an insured should desire to restrict the 
interest of the assignee the words ‘As 
his (her or its) interest may appear’ 
should be incorporated in the instru- 
ment immediately following the name 
and address of the assignee.” From 
the foregoing it is to be noted that 
the safe procedure is to make certain 
in each instance that the company 
understands exactly what you desire 
the assignment to accomplish and then 
that you understand that the assign- 
ment makes possible exactly what you 
desire. 
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SETTING OFF DEPOSIT AGAINST 
UNMATURED NOTE 


Clarke v. Lincoln Trust Co., Supreme 
Court of Rhode Island, 149 
Atl. Rep. 592 


HERE the maker of a note 

\ x | held by a bank dies insolvent, 

the bank may set off the dece- 
dent’s deposit against his liability on 
the note, even though the note has not 
at the time matured. The fact that 
the executrix starts an action against 
the bank to recover the deposit before 
the maturity of the note has no effect 
‘upon the rights of the bank in this 
respect. 

The bank is entitled to the set-off, 
even though no claim is filed by it 
against the decedent’s estate. But, 
unless a claim has been filed, the bank 
may not have judgment against the 
estate for the balance, by which the 
note exceeds the amount of the deposit. 

It is held in some decisions that a 
bank may not set off a deposit against 
the depositor’s unmatured note, even 
though the depositor is insolvent. 

Action by Marion H. Clarke, ex- 
ecutrix of the estate of Charles Looff, 
deceased, against the Lincoln Trust 
Company. Verdict for plaintiff, and 
case transferred on defendant’s excep- 
tions. 

Exceptions sustained. 


OPINION OF THE COURT 
SWEENEY, J.—This is an action 


of the case in assumpsit to recover the 
balance due plaintiff's testator, Charles 
Looff, on his checking account at the 
time of his death. After trial by a 
justice of the superior court, jury trial 
having been expressly waived, decision 


was rendered for plaintiff for the 
amount claimed, $6880.25, with in- 
terest. Defendant has brought the case 
to this court by its exception, alleging 
as grounds therefor that the decision 
was contraary to the law and the 
evidence. 

The facts are undisputed. In Janu- 
ary, 1925, Mr. Looff had a checking 
account with defendant. Defendant 
discounted Mr. Looff’s promissory note 
for $7500. The note was dated 
January 1, 1925, and was made pay- 
able to the order of defendant May 1, 
1925. January 25, Mr. Looff died, 
and plaintiff was appointed executrix 
of his will. April 18, the executrix 
demanded payment of the amount due 
Mr. Looff. The demand was refused. 
April 26, defendant applied the 
amount due Mr. Looff, $6900.67, on 
account of the payment of his note, 
leaving a balance of $599.33 due de- 
fendant. The writ in this case was 
issued April 29, 1925. The estate of 
Mr. Looff has been adjudged insolvent 
by the probate court. 

The declaration is based upon the 
above facts. Defendant filed a special 
plea in which it claimed judgment for 
the balance of $599.33. The trial 
justice ruled that defendant could not 
apply the amount of Mr. Looff’s check- 
ing account in partial payment of his 
note, which did not become due until 
after the issuance of the writ, and 
rendered decision for plaintiff. The 
trial justice relied upon the case of 
Tobey v. Manufacturers National 
Bank, 9 R. I. 236, instead of Troup 
v. Mechanics’ National Bank, 24 R. 
I. 377, 53 A. 122, which appeared to 
him to lay down an inconsistent doc- 
trine. 


73 





74 THE BANKERS MAGAZINE 


The principal question presented by 
the exception is, Could defendant set 
off its indebtedness to Mr. Looff at the 
time of his death against his unmatured 
note, which it then held, after it ap- 
peared that his estate was insolvent? 
This question was answered in the 
affirmative in the case of Troup v. 
Mechanics’ National Bank, supra, 
where the essential facts were similar 
to those in the instant case. In that 
case the court said, page 380 of 24 R. 
I, 53 A. 122, 123: “The principle 
has always been recognized in Rhode 
Island that an equitable adjustment 
with each debtor or creditor of claims 
in favor of and against the insolvent 
estate of a deceased person takes place 
as by operation of law as of the time 
of the insolvent’s death, claims not 
then due being rebated, if necessary; 
and for the purposes of administra- 
tion only the balances arising from such 
an adjustment with any individual 
are considered. . The adjustment 
of claims and counterclaims in the 
case of an insolvent estate is entirely 
independent of the provisions of the 
statute of set-off.” Again in Hall v. 
Greene, 24 R. I. 286, 52 A. 1087, the 
court said: “In the case of mutual 
claims between an insolvent estate and 
a creditor or a debtor, as we have 
recently decided in the case of Troup 
v. Mechanics’ National Bank, 24 R. 
I. 377, 53 A. 122, set-off takes place 
by operation of law upon principles 
of equity, and independently of the 
statute; but the considerations which 
govern in that case have no applica- 
tion to an estate which is solvent.” 
Tobey v. Manufacturers National 
Bank, supra, is distinguishable from the 
instant case because it appeared in 
that case the executors had reduced 
the deposit of the testator to their 
possession, and were accountable for 
the deposit to the estate of the testator, 
and it was held that the bank could 
not be allowed to set off a debt due to 
it from the testator against the deposit 
due the executors on account of the 
lack of mutuality of claims. The prin- 
ciple of equitable adjustment of mutual 


claims was not considered by the court. 
In Massachusetts, it is well settled 
that ordinarily a bank has a right to 
apply a deposit towards the payment 
of its claims against the depositor, al- 
though he or his estate is insolvent. 
Laighton et al. v. Brookline Trust 
Co., 225 Mass. 458, 114 N. E. 671, 
L. R. A. 1917C, 129. A recent case 
in Connecticut, Sullivan v. Merchants’ 
National Bank, 108 Conn. 497, 144 A. 
34, held that on equitable principles 
and not under the statute of set-off, 
a bank might set off against an in- 
solvent decedent’s deposit notes of in- 
solvent not due at his death. See also 
7C. J. 656; 3 R. C: L. 593. 
Defendant claims that it is entitled 
to judgment for the balance due it 
on testator’s note after setting off the 
amount of his deposit. This claim 
cannot be allowed because defendant 
did not file and prove its claim for 
the balance due, as required by the 
provisions of chapter 365, G. L. 1923. 
In Troup v. Mechanics’ National 
Bank, supra, the court pointed out the 
distinction between debtors and credi- 
tors of an insolvent estate and said 
that: “One who owes the estate more 
than the estate owes him is a debtor; 
one who claims of the estate more than 
he owes it is a creditor, and must 
prove his claim, or be barred of any 
action for the recovery of it.” 
Defendant’s exception is sustained. 
Plaintiff may appear before this court 
April 7, 1930, and show cause, if any 
she has, why an order should not be 
made remitting the case to the superior 
court with direction to enter judgment 
for defendant. 


DETACHING NOTES FROM CON- 
TRACT NOT AN ALTERATION 


Stevens v. Floresville Quick. Service 
Station, Court of Civil Appeals 
of Texas, 25 S. W. Rep. 

(2d) 949 


When notes, attached to a contract, 
provide that they may be detached 
therefrom by the payee, detaching 
them does not constitute an altera- 
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tion; making them void, and does not 
prevent recovery upon them by a 
holder in due course. 

It has been held in other cases that, 
where there is no provision in the 
contract authorizing detachment of 
notes attached thereto, the detachment 
of them is an alteration and a subse- 
quent holder in due course can re- 
cover upon them only according to the 
import of the entire contract. 

Action by F. L. Stevens against 
the Floresville Quick Service Station. 
Judgment for defendant, and plaintiff 
appeals. 

Reversed and remanded. 


OPINION OF THE COURT 


FLY, C. J.—This suit was instituted 
by appellant against J. W. Spruce, 
J. D. Spruce, and L. F. Spruce, doing 
business under the name of Floresville 
Quick Service Station, to recover $685, 
evidenced by six promissory notes, 
dated November 24, 1926, five of 
which are for $120 each, and the sixth 
for $85, due respectively in two, three, 
four, five, six, and seven months after 
date. It was alleged that the notes 
were executed to the Brenard Manu- 
facturing Company at Iowa City, 
Iowa, and that said notes are negotiable 
instruments and had been assigned and 
indorsed by the Brenard Manufactur- 
ing Company, for a valuable con- 
sideration, in due course, to appellant. 
Appellees J. D. Spruce and L. F. 
Spruce answered that the Floresville 
Quick Service Station is a partnership 
selling gasoline and oil and automobile 
accessories, and that if J. W. Spruce 
purchased the radios or executed the 
notes sued on, he was acting for him- 
self and acting outside the scope of 
the partnership business and had no 
authority to bind the partnership on 
said notes. J. W. Spruce denied that 
appellant was an innocent purchaser, 
for value without notice, of the notes 
sued on, and was charged with notice 
that the notes had been procured by 
fraud and deceit. The cause was tried 
by jury and a verdict rendered in favor 
of appellees. 


The evidence showed that appellant 
bought the notes from the payee on 
January 14, 1927. The notes were all 
dated on November 24, 1926, and the 
first note became due on January 24, 
1927, and four others became due at 
intervals of two months, except the 
last, which became due one month 
after the one that was due in six 
months, or on July 24, 1927. There 
were some circumstances tending to 
show that one month in the $85 note 
had been changed to seven, thus mak- 
ing it due in seven months instead of 
one month; but also tended to show 
that the maker of the notes knew of 
the change and acquiesced in it. 

Appellant swore positively that he 
had bought the notes before maturity, 
without notice of any fraud upon the 
part of the payee, and had paid value 
for them. To this positive testimony 
there was nothing antagonistic except 
a few circumstances that were not 
strong enough to overthrow the posi- 
tive testimony. One circumstance was 
testimony of appellant that he had 
been purchasing notes from time to 
time from the Brenard Manufacturing 
Company, that he knew the general 
kind of business the company was en- 
gaged in, that he knew the notes in 
question were given by their customers, 
but did not know for what they had 
been given. No effort was made to 
show that he knew about the con- 
tracts and had experienced trouble 
before about said contracts. The evi- 
dence of notice was not sufficient to 
justify the jury in finding against ap- 
pellant. 

In the case of Stevens v. Wheeler 
(Tex. Civ. App.) 3 S. W. (2d) 122, 
123, cited by appellees, the court held 
that the contract, in that instance, pro- 
vided that the notes should not be de- 
tached from the contract, and the 
court held that such detachment con- 
stituted a material alteration which 
would render them void in the hands 
of an innocent purchaser. Without 
binding this court to that ruling, we 
will state that in this case the contract 
provides, “Notes to be detached by 
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the Brenard Manufacturing Company,” 
and the court held in the cited case: 
“Where there is express or implied 
authority given the payee to detach 
notes from an order of which they 
originally formed a part, it has been 
held that such detachment does not 
constitute such an alteration as pre- 
cludes a recovery thereon by such 
a holder.” We conclude there was no 
alteration of the notes shown. The 
great preponderance of the evidence 
indicated that the appellant was a 
purchaser of the notes in good faith 
for value, and the slight circumstances 
in evidence were not of sufficient 
strength to sustain the verdict, and 
amounted to a mere suspicion of bad 
faith, The case may be capable of 
further development, and appellees 
should be given the opportunity to 
fully develop the facts. 

The judgment will be reversed, and 
the cause remanded. 


CHECKS PAID THE SECOND 
TIME—FORGED CHECKS 


In re Georges Township School Dis- 
trict, Supreme Court of Penn- 
sylvania, 150 Atl. Rep. 96 


The Georges Township School Dis- 
trict kept its account in the First 
National Bank of Smithfield and 
brought this action against the bank 
to recover the amount of nineteen 
checks, drawn by the school district 
upon its account and paid by the bank. 
Thirteen of these checks, at the time 
of payment, were stamped “Paid” with 
a rubber stamp, but were not per- 
forated or otherwise permanently 
marked. The rubber stamp impression 
was easily erased by some unknown 
person and all thirteen of the checks 
were paid again, when presented for 
the second time. Three of the checks 
were forgeries. Credit for the re- 
maining three was claimed by the 
shool district on the ground that no 
vouchers were returned by the bank. 
It was held that the bank was liable. 

It was also held that the bank could 
not defend on the ground that the 


school district refused to surrender the 
canceled checks to the bank, where the 
bank's request was not coupled with 
an offer to give security or a receipt. 

In re audit of accounts of the School 
District of Georges Township. The 
court of common pleas on appeal sus- 
tained the. surcharge of township audi- 
tors in passing on accounts of deposi- 
tory of school district and rendered 
judgment for the school district, and 
the First National Bank of Smithfield, 
depository, appeals. 

Affirmed. 


OPINION OF THE COURT 


WALLING, J.—The township of 
Georges, in Fayette county, is a third- 
class school district, and as such con- 
stituted the First National Bank of 
Smithfield its depository of school funds 
for the year ending July 1, 1926. The 
township auditors, in passing upon the 
depository’s accounts for that year, sur- 
charged it with nineteen items, totaling 
$3026.29, as having been improperly 
disbursed. Three of the items were 
paid out on forged checks, thirteen 
were repayments of checks previously 
paid by the depository, and for the 
three other items of credit claimed no 
vouchers were submitted. On appeal, 
the court of common pleas sustained 
the surcharge and entered judgment 
accordingly; therefrom the depository 
brought this appeal. 

We find no error in the record. A 
depository of school funds is provided 
by the School Code of 1911, P. L. 
309, section 509 (P. L. 334, Pa. St. 
1920, § 4762) of which states, inter 
alia: “The board of school directors in 
any school district in this Common- 
wealth may designate one or more 
banks or trust companies as a deposi- 
tory or depositories for its school 
funds. No such depository shall be 
named unless it receives a majority of 
the votes of the entire school board 
elected or appointed in such district, 
and such depository before receiving 
any of the school funds shall furnish 
a proper bond, in such amount and 
with such surety or sureties as may 
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be required, to be approved by the 
board of school directors, and condi- 
tioned upon the faithful keeping, pay- 
ing out, and accounting for of all 
the school funds and property of said 
school district that may come into its 
hands, as well as for the payment of 
all interest on money deposited in such 
depository in accordance with any con- 
tract made by it with said school dis- 
trict. The funds of the school district 
shall be deposited, as directed by the 
board of school directors, in such de- 
pository, by the school treasurer, in 
the name of the school district; and 
after any funds have been deposited 
with such regularly designated deposi- 
tory by any school treasurer, he shall 
thereafter be relieved from all liability 
therefor.” 

The next section provides that such 
depository “shall at the end of every 
month make a report to the school 
treasurer, to the board of school direc- 
tors, and to the school controller, if 
any, stating the amount of school funds 
deposited with it during the month, 
together with the balance on hand at 
the beginning of the month, as well 
as the amount of school funds dis- 
bursed by it during the month, any 
accrued interest paid or due, and the 
balance remaining on hand at the time 
of making the report;” while section 
511 (Pa. St. 1920, § 4764) provides 
for the manner of drawing orders on 
school funds. 

The depository in the instant case 
accepted the trust, gave the required 
bond, and received during the year 
$251,828.53 of school funds. But, in 
place of making to the board of school 
directors the monthly report, as re- 
quired by the statute, simply returned 
to the treasurer the canceled checks, 
with slips embracing the items. The 
depository, as they cashed the checks, 
placed upon them the word “Paid” 
with a rubber stamp, without perfora- 
tion or other permanent designation. 
This was easily erased, and, by some 
unknown person, thirteen of the paid 
checks were removed from the treas- 
urer’s custody, the mark of payment 


thereon erased, and, when presented 
to the depository, were paid again. 

Section 2601 of the School Code, P. 
L. 425 (Pa. St. 1920, $5357), re- 
quires the auditing, inter alia, of the 
accounts of school depositories, while 
section 2608 provides (P. L. 426 [Pa. 
St. 1920, §5364}): “In order that 
the aforesaid accounts may _ be 
thoroughly and properly audited, it 
shall be the duty of . . . school de- 
positories . . . to furnish to such audi- 
tors, whenever required by them for 
auditing purposes, statements and ac- 
counts of all finances of the district, 

including assets and _ liabilities, 
together with access to all books, 
records, tax duplicates, vouchers, school 
orders, pay-rolls, letters, and other 
matters pertaining to the same.” 

This shows that the _ canceled 
vouchers should be retained by the 
depositories until the annual audit at 
the end of the fiscal year, and the 
provision for a monthly report, above 
quoted, makes no requirement to the 
contrary. The frauds and forgeries 
above mentioned were disclosed by the 
audit in August, 1926, and it is very 
strongly urged for appellant that the 
negligence of the treasurer in failing 
to examine the returned vouchers and 
make an earlier discovery of the fraud 
was such as to relieve the depository 
from liability. Were this the ordinary 
case of a bank and its depositor, there 
might be no answer to the contention; 
but it is not. Here the bank volun- 
tarily accepted the trust, and thus 
became a special bonded statutory de- 
pository of the funds to which the 
rule of an ordinary depositor is in- 
applicable. The provision requiring 
that a bank on becoming a depository 
shall give bond, that an amount not 
exceeding one-third of the bank’s cap- 
ital stock and surplus shall be de- 
posited in one depository, that its 
accounts must be audited, with other 
safeguards, indicate a legislative pur- 
pose that school funds shall be safely 
secured, and place a bank which has 
accepted the position of a depository 
in a different position than it occupies 
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toward an ordinary depositor. Even 
as to him it is no answer that the 
bank has paid out his money on 
forged checks, unless by his negligence 
he is estopped from asserting the 
forgery. See Schwarz v. Bank of 
Pittsburgh National Ass'n, 283 Pa. 
200, 129 A. 52; National Union Fire 
Ins. Co. v. Mellon Nat. Bank, 276 
Pa. 212, 119 A. 910; McNeely Co. v. 
Bank of North America, 221 Pa. 588, 
70 A. 891, 20 L. R. A. (N. S.) 79. 
A special depository cannot escape 
liability because of the neglect of the 
treasurer to discover forgeries of can- 
celed checks, especially as the statute 
relieves him from all liability for funds 
placed by him with the depository and 
makes no provision for his custody of 
canceled vouchers. As to the thirteen 
checks, the case is stronger against 
appellant, for it failed to so cancel 
them as to preclude their being again 
presented. It is also a circumstance 
that the other three checks, in addi- 
tion to being forged, were drawn as 
treasurer's checks and not in the statu- 
tory form prescribed for school orders. 
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See section 509 and 511 of the School 
Code, P. L. 334 (Pa. St. 1920, 
§§ 4762, 4764). 

The checks or orders here in ques 
tion had been put in evidence before 
the auditors and marked as exhibits 
when the appellant asked for their re- 
turn and, coupled therewith, the re- 
quest that an affidavit as to each be 
made and returned with it, but made 
no offer to give security or even a 
receipt for their safe custody. Under 
such circumstances, that the attorney 
for the auditors declined to surrender 
the checks affords no defense to the 
surcharge. It cannot be held that the 
refusal of the auditors or of their 
attorney to surrender the documents 
while under consideration by them 
vitiated their report thereafter filed, 
and this case presents nothing more. 
Even an ordinary depositor, while he 
must surrender the forged checks, is 
entitled to a receipt or security on s0 
doing. Showers v. Merchants’ Na’ 
tional Bank, 293 Pa. 241, 142 A. 275, 
60 A. L. R. 526. 

The judgment is affirmed. 





RETENTION OF CHECK AS CER- 
TIFICATION 


Womack v. Durrett, Court of Civil 
Appeals of Texas, 24 S. W. 
Rep. (2d) 463 


Section 132 of the Negotiable In- 
struments Act provides that the accep- 
tance of a bill of exchange (which 
includes the certification of a check) 
“must be in writing and signed by 
the drawee.” There is one instance, 
at least, in which no writing is neces- 
sary. Section 137 of the Negotiable 
Instruments Act provides that, where 
a check is delivered to the drawee bank 
for acceptance, and the bank destroys 
it or refuses to return it within 
twenty-four hours, accepted or un- 
accepted, it will be deemed to have 
been accepted. 

In some cases it has been held that 
a mere omission on the part of the 
bank to return the check does not 
amount to an acceptance or certifica- 
tion, but that a positive refusal is 
necessary. In other cases, the opposite 
conclusion has been reached. In a 
recent Texas decision the question pre- 
sented was whether a draft would be 
regarded as certified where it was de- 
livered to the drawee for payment and 
not returned within twenty-four hours. 
The question was answered in the 
negative on the ground that the statute 
particularly specifies that the instru- 
ment must have been delivered to the 
bank “for acceptance.” 


OPINION OF THE COURT 


Appellant, as plaintiff, recovered 
judgment below against M. F. Durrett 
on two drafts drawn by the former 
against the latter through the Abilene 
State Bank. He also sought judgment 
against the bank on the drafts, but 
recovery was denied him, and from 
that portion of the judgment this 
appeal has been prosecuted. Durrett 
did not appeal. Two propositions are 
presented in the brief. The first is: 
“A verbal acceptance by a bank of a 
draft is binding upon the bank.” 

This is not a correct proposition of 
law. By the express provisions of the 
Negotiable Instruments Act, article 
5941, §132, Revised Civil Statutes 
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Here live the prosperous, progressive 
families for whom manufacturers of 
automobiles and furniture, of clothing 
and jewelry style their products. Here 
live the leaders who control the business 
enterprises of the city. These families 
swell the legions of American travele:rs. 
@ While they are traveling, there are 
a surprising number of matters which 
the bank may attend to for them—bond 
redemptions, trusts, storage of valuables. 
By developing A. B. A. Cheque sales you 
may reach this market at the right time 
and in your own office—for they must 
come to the bank to buy their Cheques. 
@ While your customers are away your 
contact with them is maintained, for 
they are reminded of the bank every 
time they see its name on their A. B. A. 


Cheques. 


A‘B-A CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF 
AMERICAN BANKERS ASSOCIATION 
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OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


G MAC obligations 


enjoy the protective background of highly liquid assets, with 
credit factors widely diversified in region and enterprise. Long 
regarded as a national standard for short term investment, they 
have been purchased by thousands of banks, institu- 
tions and individuals the country over. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL MorTors 
ACCEPTANCE CORPORATION 


OFFICES IN 
Executive Office 


PRINCIPAL 
- BROADWAY at 57TH STREET 


CITIES 
- New York City 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS 


1925, an acceptance of a bill of ex- 
change must be in writing and signed 
by the drawee. See also First National 
Bank of Hughes Springs v. Sanford 
(Tex. Civ. App.) 228 S. W. 650; 
First National Bank of Winnsboro v. 
First National Bank of Quitman (Tex. 
Com. App.) 299 S. W. 856; and 
Huffman v. Farmers’ National Bank 
(Tex. Civ. App.) 10 S. W. (2d) 753. 
The cases cited by appellant were de- 
cided prior to the enactment of the 
Negotiable Instruments Act and at a 
time when there was no statutory pro- 
vision requiring an acceptance to be 
in writing. Proposition No. 1 is over- 
ruled. 

The second proposition is as follows: 
“When a bill of exchange becomes 
due, according to its terms and stipula- 
tions, and is forwarded by the re- 
ceiyer’s bank to the payee bank for 
payment, and the payee bank receives 
the same and holds it more than 24 
hours without returning the same or 
nonacceptance, the payee bank then 
will be deemed to have accepted the 
same.” ° (Italics ours.) 
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OVER $66,000,000 


This is not a correct proposition of 
law. Section 137 of the article above 
cited provides, in substance, that, where 
a drawee to whom a bill is delivered 
for acceptance refuses within 24 hours 


after such delivery to return same 
accepted or nonaccepted to the holder, 
he will be deemed to have accepted 
the same. But the drafts in the instant 
case were not delivered to the. bank 
for acceptance. They were delivered 
for collection or payment. In order 
for this provision of the statute to be 
appliceble, the instruments must have 
been presented for acceptance. There 
is a difference between presenting an 
instrument for payment and presenting 
it for acceptance. First National Bank 
of Goree v. Tally, 115 Tex. 591, 285 
S. W. 612; First National Bank of 
Winnsboro v. First National Bank of 
Quitman, supra. Proposition No. 2 
is overruled. 

In deference to the contentions 
urged by appellee, we think it proper 
to state that, even if the above pro 
positions of law were correct, they 
would have-no application to the facts 
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of this case. The drafts were not 
drawn upon the bank. The drawee 
was Durrett and the drawer Womack. 
The bank was only the collecting 
agency, and the conversation relied on 
as acceptance was in the nature of a 
conditional oral guaranty on ‘the part 
of the cashier of the bank that the 
drawee Durrett would pay the drafts, 
which condition was not met by ap- 
pellant. Other rules of law would 
prevent recovery against the bank 
under these facts. 

Pennsylvania has a statute which 
expressly covers the question whether 
a mere omission on the part of a 
drawee to return the instrument con- 
stitutes an acceptance or certification. 
This statute was added to section 137 
of the Negotiable Instruments Act, by 
amendment of 1929, and _ expressly 
provides that the mere retention of a 
bill by the drawee is not an acceptance 
unless its return has been demanded. 
This statute further provides that sec- 
tion 137 of the Pennsylvania Nego- 
tiable Instruments Act does not apply 
to checks. 


NATIONAL BANK DIRECTORS 
LIABLE FOR EXCESSIVE 
LOANS 


White v. Thomas, United States Cir- 
cuit Court of Appeals, 37 
Fed. Rep. (2d) 452 


The directors of a national bank 
who make excessive and improvident 
loans will be liable to the stockholders 
and creditors of the bank for losses 
sustained by them as a result of such 
loans. The directors cannot escape 
liability in this respect by permitting 
the president of the bank to dominate 
its affairs. 

It was held further in this case that 
the defendant White and other direc- 
tors of the Bannock National Bank of 
Pocatello, Idaho, made excessive loans 
of the bank’s funds contrary to section 
5200 of the United States Revised 
Statutes (12 USCA § 84) which pro- 
vides as follows: 

“The total liabilities to any associa- 
tion of any person or of any company, 
corporation or firm for money bor- 
rowed, including in the liabilities of a 
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company or firm the liabilities of the 
several members thereof, shall at no 
time exceed 10 per centum of the 
amount of the capital stock of such 
association, actually paid in and unim- 
paired, and 10 per centum of its un- 
impaired surplus fund.” 

After the failure of the bank an 
action was brought by its receiver to 
impose personal liability upon the de- 
fendant pursuant to the provisions of 
section 5239 of the Revised Statutes 
(12 USCA §93), which provides: 

“If the directors of any national 

banking association shall knowingly 
violate, or knowingly permit any of 
the officers, agents or servants of the 
association to violate any of the provi- 
sions of this chapter, all the rights, 
privileges and franchise of the associa- 
tion shall be thereby forfeited. 
And in cases. of such violation, every 
director who participated in or assented 
to the same shall be held liable in his 
personal and individual capacity for 
all damages which the association, its 
shareholders, or any other person, shall 
have sustained in consequence of such 
violation.” 


OPINION OF THE COURT (IN PART) 


As already stated, the (trial) court 
found that the loans above mentioned 
were all in excess of the amounts 
allowed by law; that the appellant 
(defendant) assented to the loans and, 
in effect, that in making the loans to 
the sheep company the appellant and 
other directors failed to exercise 
ordinary care and prudence in the 
supervision and management of the 
affairs of the bank; in other words, 
that the loans were imprudently and 
improvidently made. These findings 
support the decree, Bowerman v. 
Hamner, 250 U. S. 504, 39 S. Ct. 
549, 63 L. Ed. 1113; and the testi- 
mony supports the findings. An ex- 
amination of the bank was completed 
at about the time the appellant became 
a director, and he discussed the affairs 
of the bank with the examiner during 
the course of the examination. Later 
the Comptroller of the Currency ad- 


dressed a letter to the directors, calling 
their attention to the unsatisfactory 
condition of the institution, stating that 
its solvency was in danger, and said: 
“This report emphasizes, more than 
ever, the fact that President Reece is 
mainly responsible for the condition, 
due to the unwarranted extensions of 
credit he has made and the assistance 
given to banks in which he is in- 
terested. The remaining directors, 
however, cannot escape their responsi- 
bility to the shareholders as it is in- 
cumbent upon them to direct the affairs 
of the institution, and they cannot 
escape liability by permitting the presi- 
dent to dominate the bank’s affairs.” 
Notwithstanding the warning thus 
given, the directors permitted Reece to 
remain in charge of the bank and re- 
peatedly approved excessive loans 
thereafter made by him. Apparently 
the last loan to the sheep company 
was not approved by the appellant, 
and he may not have assented thereto, 
but the decree against him was amply 
justified on other grounds. Without 
doubt, the loans to the sheep company 
were improvidently made. Its property 
consisted of about 12,000 head of 
sheep, a ranch of 1,240 acres, together 
with certain range rights in connection 
therewith, a quantity of hay and some 
wool. The sheep were incumbered far 
beyond their value, and the same is in 
a measure true of its other property. 
Not long after the loans were made, 
the company lost all its property by 
foreclosure, end even lost its name and 
corporate existence by failing to pay 
the license tax imposed by the laws 
of the state. Of course, we should 
not view the situation in retrospect, 
but the outcome must have appeared 
inevitable to a man of ordinary pru’ 
dence. Assuredly, no prudent man 
would have loaned his own money 
without security to a corporation in 
such a plight; and banking officers are 
vested with no broader discretion. 
“Directors cannot, in justice to those 
who deal with the bank, shut their 
eyes to what is going on around them. 
It is their duty to use ordinary dili- 
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gence in ascertaining the condition of 
its business, and to exercise reasonable 
control and supervision of its officers. 
They have something more to do than, 
from time to time, to elect officers of 
the bank, and to make declarations of 
dividends. That which they ought, by 
proper diligence, to have known as to 
the general course of business in the 
bank, they may be presumed to have 
known in any contest between the 
corporation and those who are justified 
by the circumstances in dealing with 
its officers upon the basis of that course 
of business.” Martin v. Webb, 110 
U. S. 7,15, 3 S. Ct. 428, 433, 28 L. 
Ed. 49. 

“It is the right and duty of the 
board to maintain a supervision of the 
affairs of the bank; to have a general 
knowledge of the manner in which its 
business is conducted, and of the 


character of that business; and to have 
at least such a degree of intimacy with 
its affairs as to know to whom, and 
upon what security, its large lines of 


credit are given; and generally to 
know of, and give direction with re- 
gard to, the important and general 
affairs of the bank, of which the 
cashier executes the details. They are 
not expected to watch the routine of 
every day’s business, or observe the 
particular state of the accounts, unless 
there is special reason; nor are they to 
be held responsible for any sudden and 
unforseen dereliction of executive 
oficers, or other accidents which there 
was no reason to apprehend. The 
duties of the board and of the cashier 
are correlative. One side are those of 
an executive nature, which relate 
mainly to the details. On the other 
are those of an administrative char- 
acter, which relate to direction and 
supervision; and supervision is as 
necessarily incumbent upon the board 
as direction, unless the affairs of banks 
are to be left entirely to the trust- 
worthiness of cashiers. Doubtless there 
are many matters which stand on 
middle ground, and where it may be 
dificult to fix the responsibility, but I 
think there is no such difficulty here. 


The idea which seems to prevail in 
some quarters, that a director is chosen 
because he is a man of good standing 
and character, and on that account 
will give reputation to the bank, and 
that his only office is to delegate to 
some other person the management of 
its affairs, and rest on that until his 
suspicion is aroused, which generally 
does not happen until the mischief is 
done, cannot be accepted as sound. 
It is sometimes suggested, in effect, 
that, if larger responsibilities are de- 
volved upon directors, few men would 
be willing to risk their character and 
means by taking such an office; but 
Congress had some substantial purpose 
when, in addition to the provision for 
executive officers, it further provided 
for a board of directors to manage the 
bank and administer its affairs. The 
stockholders might elect a cashier, and 
a president as well. The banks them- 
selves are prone to state, and hold out 
to the public, who compose their board 
of directors. The idea is not to be 
tolerated that they serve as merely 
gilded ornaments of the. institution, 
to enhance its attractiveness, or that 
their reputations should be used as a 
lure to customers. 

What the public suppose, and have 
the right to suppose, is that those men 
have been selected by reason of their 
high character for integrity, their 
sound judgment, and their capacity 
for conducting the affairs of the bank 
safely and securely. The. public act on 
this presumption, . and trust their 
property with the bank in the confi- 
dence that the directors will discharge 
a substantial duty. How long would 
any national bank have the confidence 
of depositors or other creditors if it 
were given out that these directors 
whose names so often stand at the 
head of its business cards and adver- 
tisements, and who are always used as 
makeweights in its solicitations for 
business, would only select a cashier, 
and surrender the management to him? 
It is safe to say such an _ institution 
would be shunned and could not en- 
dure. It is inconsistent with the pur- 
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pose and policy of the banking act 
that its vital interests should be com- 
mitted to one man, without oversight 
and control.” Gibbons v. Anderson 
(S. C.) 80 F. 345, 349. 

The conduct of the appellant and 
his fellow directors fell far short of 
these requirements. 


PROMOTIONS IN MANHATTAN 
COMPANY 


L. D. Pickertnc has been elected secretary 
of the International Acceptance Bank, Inc., 
of New York, to succeed Charles B. Hall, 
who has been elected vice-president of the 
Manhattan Company. The former company 
is one of the group of banks owned by the 
Manhattan Company. 


KINGSLEY HEADS CHEMICAL 
TRUST COMMITTEE 


Darwin P. KinGsLey has been elected chair- 
man of the trust committee of the Chemical 
Bank & Trust Company of New York, to 
succeed W. Emlen Roosevelt, who died re- 
cently. Serving with Mr. Kingsley on the 
committee are William Fellowes Morgan, 
Charles A. Corliss, Arthur Iselin and Arthur 
W. Loasby. 


CAPITAL REDUCTION 


SHAREHOLDERS of the Times Square Trust 
Company, New York, are voting July 1 on 
a proposal to reduce the stated capitalization 
of the bank and to increase the number of 
shares by a reduction of par value to $20. 
According to the plan, $1,000,000 of the 
company’s $2,000,000 capital will be trans- 
ferred to surplus and a reserve for contingen- 
cies of $467,293 will be created. The par 
value will be reduced to $20, increasing the 
number of shares from 20,000 to 50,000. 


SAVINGS BANK TO BE MERGED 


By a decree of the supreme court, the presi- 
dent and trustees of the Topsham and 
Brunswick Twenty-Five Cents Savings Bank 
are to liquidate the affairs of the bank and 
deliver its assets to the Brunswick National 
Bank of Augusta, Me., in acceptance of the 
offer of the national bank to assume all its 
liabilities and in addition to pay the sum 
of $233,174.15, which will provide for an 
extra dividend of 17 cents on the dollar. 

Petition for authority to sell the assets 
of the savings bank was brought by the 
trustees and the state bank commissioner. 
The Brunswick National is controlled by 
Financial Institutions, Inc., which has inter- 
ests in forty banks and trust companies in 
the so-called “Gannet Chain.” 


ON BANK OF MONTREAL 
BOARD 


Ross H. McMaster has been elected to the 
board of directors of the Bank of Montreal, 
Canada, to succeed his father, the late Wil- 
liam McMaster. Mr. McMaster is president 
of the Steel Company of Canada, Ltd., and 
a director of many other companies, among 
which is the Canadian Pacific Railway. 


SALES MANAGER FOR NA- 
TIONAL CITY COMPANY 


Grorce C. Dittman _ has been appointed 
district sales manager for the National City 
Company of New York, with headquarters 
in Detroit. Mr. Dillman succeeds Newton 
P. Darling, who has been transferred to Bos- 
ton to assume charge of the company’s ac- 
tivities in New England. Mr. Dillman has 
been with the company in Detroit since 1926. 


SEVEN NEW YORK BANKS 
EMPLOY 30,000 


APPROXIMATELY 30,000 employes are regu- 
larly on the payrolls of seven of the leading 
New York banks, according to a recent com- 
pilation. The National City Bank, exclusive 
of the National City Company, employs 
about 5400; the Chase National Bank about 
the same number; Guaranty Trust, 6000; 
Bankers Trust, 3000; Bank of Manhattan 
Trust Company and affiliated institutions, 
3700; Irving Trust Company, 2600; and 
Corn Exchange Bank Trust Company, about 
1400. 


ZANESVILLE BANKS JOIN HOLD- 
ING COMPANY 


Four Zanesville, Ohio, banks have voted to 
become affiliated with BancOhio Corporation, 
raising aggregate resources of the group to 
$100,000,000. The banks are the Old Citi- 
zens National Bank, Peoples Savings Bank. 
Guarantee Trust & Safe Deposit Co., and 
the Zanesville Bank & Trust Co. 

BancOhio Corporation now controls ten 
banks in central Ohio and the BancOhio 
Securities Company. Julius F. Stone is presi- 
dent of the holding company. 


ELECTED DIRECTOR OF INVEST- 
MENT TRUST 


WALTER N. Durst, well-known investment 
trust analyst, connected with Steelman & 
Birkins, New York, has been elected a di- 
rector of the National Re-Investing Corpo’ 
ration, an investment trust which invests its 
funds in the shares of other investment trusts. 
Mr. Durst is a frequent contributor to THE 
BANKERS MAGAZINE. 
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Banking in Japan 


By HERBERT M. BRATTER 


built along western lines. Visitors 

from the Occident soon recognize 
familiar organizations: a central bank, 
commercial banks, savings banks, trust 
companies. To these are added a sys- 
tem of special banks, government-con- 
trolled, which fulfill a function pecul- 
iarly suited to Japan, and a group of 
similarly characteristic monetary organs 
for the poorer classes, chiefly co- 
operative societies. 

The history of Japanese banking 
since the Restoration of 1867-68, may 
be divided into three parts: the period 
of trial and experiment with western 
ideas, lasting down to 1880; the years 
of reorganization down to 1897; and 
the present era, which may be dated 


Ti Japanese banking structure is 


from the adoption of the gold stand- 
ard in 1897. 

While the period of experiment is 
now long past, some changes are still” 
taking place in Japanese banking, as 
will be indicated further below. 


EARLY BANKS UNSUCCESSFUL 


In the days preceding the Restora- 
tion, bankers were included in the third 
and lowest class of society. Banking 
then was very crude, hardly meriting 
the designation as we now use it. Yet 
some of the early exchange houses were 
to be the forerunners of one or two of 
Japan’s large banks today. Such a one, 
for example, was the house of Mitsui. 
_ In 1868 and 1869 the exchange com- 
panies (kawase) proved very impor- 
tant to the government. They took 
charge of the national revenues, pro- 
moted trade, issued notes and provided 
the germ of Japan’s banking system. 
In 1872 national banks began to ap- 
pear and the kawase thereupon disap- 
peared—all but one, which continued 
business as the Second National Bank. 

The abolition of feudalism in 1871 


did away with the guilds and, hence, 
with the foundation of business credit. 
If Japan were to develop economically, 
a well-defined financial structure was 
imperative. In 1872, upon the recom- 
mendation of a young Japanese then 
traveling in America, and later to be- 
come one of her great men, the then 
newly formed and as yet unseasoned 
national banking system of the United 
States was adopted by Japan. The 
national banks were to issue national 
bank notes which, it was hoped, would 
clear up the country’s annoying cur- 
rency difficulties. But as the national 
bank notes were convertible into specie 
while the government paper money was 
inconvertible, the national bank notes 
were returned for redemption as rapidly 
as they were issued. Consequently 
few people felt encouraged to establish 
national banks. Only four such in- 
stitutions came into being and, of these, 
one was unable to issue any bank notes 
at all. 

In 1874 a panic occurred. That a 
change in the law was necessary was 
becoming quite: obvious. This point 
was brought to the fore by the abolition 
of feudal pensions and their commuta- 
tion with government bonds. The 
daimyos and samurai, who now found 
themselves holders of bonds, knew little 
about business or finance and were 
ready to sell their bonds for what they 
would bring. To give the idle samurai 
an interest in life, to prevent what 
would inevitably become great deprecia- 
tion in the price of the newly issued 
government securities, and to uphold 
the national credit in general, it was de- 
cided to permit the establishment of na- 
tional banks with these same govern- 
ment bonds as capital. Against such 
capital the bank would be permitted 
to issue national bank notes, which 
would replace other paper money. The 
national bank notes, instead of con- 
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tinuing convertible into specie, now be- 
came convertible into the inconvertible 
treasury notes. 

There was now no longer any ob- 
stacle to the founding of national banks. 
Their numbers grew and very quickly 
a banking craze developed. By 1879 
there were 151 national banks. In 
1878 the government had determined 
to limit their number, and fixed the 
maximum issue of national bank notes 
at 34,000,000 yen. Yet japan’s bank- 
ing system remained very crude. De- 
spite the number of the national banks, 
most of them had little capital, and 
there was no mechanism for co-opera- 
tion among them, nor any provision 
for government supervision and control 
of their operations. 


THE FIRST GOVERNMENT-CONTROLLED 
BANK 


The currency difficulties alluded to 
above were intensified by large addi- 


tions to the circulation of inconvertible 
government paper money which fol- 
lowed the Satsuma uprising of 1877. 
In 1880 a severe panic occurred. Asa 
means of bringing out of hiding the 
country’s stock of specie, and of de- 
veloping Japan’s foreign trade, the Yo 
kohama Specie Bank—first of the specie 
banks—was established (1880). It soon 
opened offices in the principal Euro 
pean and American commercial centers, 
At first it was planned to have the 
Yokohama Specie Bank issue convertible 
notes as soon as sufficient progress 
should have been made in reducing the 
existing currency inflation. Later, at 
the recommendation of Count Matsu- 
kata, it was determined to introduce 
radical changes, and establish a central 
bank, giving to it the sole right of note 
issue, and gradually jto abolish the na- 
tional banks. 


CENTRAL BANK ESTABLISHED 


Accordingly, in 1882, the Bank of 
Japan came into being. In 1884 it re- 
ceived the power to issue notes, which 
it commenced to do in 1885. The 
Bank of Japan’s notes were at first in- 
convertible. They became convertible 
(into silver) January 1, 1886. 

The initial capital of both the Specie 
Bank and the Bank of Japan was 
largely subscribed by the government. 
Both organizations have always re- 
mained under close government con’ 
trol and in all their policies are re- 
garded as “official” organs. 

The existence of a central note’ 
issuing bank eventually made possible 
the complete withdrawal from circula- 
tion of the national banknotes and 
government paper money. With the 
certain disappearance of the national 
banknotes came the disappearance of 
those banks themselves at the expira- 
tion of their charters (as provided for 
by law in 1883). By February, 1899, 
out of 153 national banks, 132 con 
tinued in business as private banks, 
the remainder being either absorbed or 
dissolved. 

In 1893 new and detailed bank regu- 
lations were passed to govern the 
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ordinary and savings banks. The sav- 
ings bank regulations were amended to 
their present form in 1921, and those 
for ordinary banks in 1927. ‘The 
present banking law of Japan came 
into force on January 1, 1928. It is 
more detailed than preceding laws and 
provides for much closer supervision 
and control by the government. 


“SPECIAL BANKS’ PECULIARLY 
SUITED TO JAPAN 


THE 


Soon after the Bank of Japan was 
established, several special banks also 


came into existence. As the investing 
public then was, and still is, very small 
in Japan, Count Matsukata conceived 
the idea of special institutions which— 
utilizing the government’s credit— 
would, by the sale of debentures, 
gather from the general public small 
sums which it would in turn lend to 
agriculturists and industrialists and thus 
develop Japan. Conditions had inot 
been quite favorable for this program 
when the idea was first conceived. 
After the Sino-Japanese War of 
1894-95, however—the government's 
credit having improved and industry 
having been greatly stimulated by the 
conflict and victory—the Hypothec 
Bank system was finally inaugurated, 
in 1897. In addition to the Hypothec 
Bank itself, similar institutions, known 
as Agricultural and Industrial banks, 
were established in each prefecture. 


All were given the right to issue de- 
bentures. In 1899 another special 
bank, the Bank of Taiwan, was estab- 
lished. That bank became at once the 
central bank of Taiwan (Formosa), 
with the sole right to issue convertible 
notes there. The Hokkaido Colonial 
Bank came into being the same year. 
It, however, does not have the right of 
note issue. In 1902 the Industrial 
Bank of Japan was founded. Like the 
Hypothec, Agricultural and Industrial, 
and Hokkaido banks, it was given the 
right to issue debentures. Its activities 
are centered on the issuance of long- 
term loans against security of move- 
able property, government bonds and 
shares, while the Hypothec system 
makes loans against security of immov- 
able property. 

The only remaining special bank is 
the Bank of Chosen, central bank of 
that peninsula, with the sole right of 
note issue there. There are thus three 
banks of issue within the Japanese 
Empire: the Bank of Japan, Bank of 
Taiwan and Bank of Chosen. These 
banks issue no debentures. The re- 
maining special hanks issue debentures 
under government guarantee, as does 
also the Oriental Development Com- 
pany. The latter is an organization 
which, by the sale of debentures, 
fosters the development of agriculture, 
immigration, forestry, etc., in Chosen, 
Manchuria, Mongolia, Central China, 
and Southeastern Asia. 
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BANCO DE MEXICO 


Cable Address: BANxXICO MEXICO CITY P. O. Box 98 Bis 


Capital Resources 
$100,000,000 Mexican Gold Over $200,000,000 Mexican Gold 


The Only Bank of Issue in the Republic of Mexico 


BRANCHES: 

Nuevo Laredo, Tamps. 
Oaxaca, Oax. 

Parral, Chih. 

Piedras Negras, Coah. 
Puebla, Pue. 


Leén, Gto. 
Mazatlan, Sin. 
Mérida, Yuc. 
Monterrey, N. L. 
Morelia, Mich. 
Navojoa, Son. Saltillo, Coah. 
Nogales, Son. San Luis Potosi, S.L.P. 


THE STRONGEST BANK _IN MEXICO 


OVER SIX HUNDRED CORRESPONDENTS THROUGHOUT THE REPUBLIC 
AND FOREIGN CORRESPONDENTS ALL OVER THE WORLD 


Member of the American Bankers Association 


This Bank issues Foreign Drafts, Travelers Cheques, Travelers Letters of Credit, 
Commercial Letters of Credit for financing Imports and Exports, Mail and Cable 
Transfers to the United States and Europe, Foreign Collections handled and reimbursed 
promptly, Foreign and Mexican Money bought and sold at best market rates. Transacts 
a general business in its capacity of Bank of Deposit and Discount. Interest credited 
on balances in Mexican Gold and Silver, Dollars and European money. 


ISSUES CERTIFICATES FOR THE PAYMENT OF IMPORT AND EXPORT DUTIES 

The BANCO DE MEXICO issues Travelers Cheques in Mexican Silver, payable 
free of charge by the head office in Mexico City, their 26 Branches and numerous 
Correspondent Agents located in the principal cities and towns in the Republic of 
Mexico. These cheques are received in payment of services by all Mexican Federal 
offices, namely: Custom House, Post Office and Telegraph, also by Railways, Cable 
Offices and leading Hotels. 

INFORMATION BUREAU FOR TOURISTS IS MAINTAINED 
ITS FOREIGN DEPARTMENT CORDIALLY INVITES YOUR CORRESPONDENCE 

STHANUUANUAVUAVNNUAVENAVONUAVEOUEGEOUEUUGGOOUEVEODEGOEVEOAGEOUAUENUENOATENDOUEOUEUEAUAGOOUEUDEDEGOU EGU EUEOUEGOAD OG EU OOO EU EATEN AU EAOAUEOED EATEN EAU EU EAU EA AU EA DEA EA EUAN 


a 


Aguascalientes, Ags. 
Chihuahua, Chih. 
Ciudad Ju4érez, Chih. 
Cuernavaca, Mor. 
Durango, Dgo. 
Guadalajara, Jal. 


Tampico, Tamps. 
Tapachula, Chis. 
Toluca, Méx. 
Torreén, Coah. 
Veracruz, Ver. 


Villahermosa, Tab. 
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OTHER IMPORTANT GOVERNMENT 
FINANCIAL ORGANS 


The above banks are all still in ex- 
istence with the exception of a number 
of Agricultural and Industrial banks 
which have been turned into branches 
of the Hypothec Bank of Japan. The 
special banks are important in Japanese 
finance. Very much a part of this 
system are the postal savings system 
and the Deposits Bureau of the Min- 
istry of Finance. The postai savings 
system reaches into every town and 
village of the Empire. It is patronized 
by more than 50 per cent. of the 
population, principally in the agricul- 
tural districts. As it offers a complete 
banking service including money orders, 
bill collections, tax payments, and in- 
vestment of funds in public securities, 
its popularity is constantly increasing. 
Deposits in the postal savings system 
now exceed 2,000,000,000 yen. 

The postal savings funds are lodged 
with the Deposits Bureau, a govern- 
ment institution formed for the invest- 
ment of all government surplus funds. 
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The Deposits Bureau is also entrusted 
with deposits required by law to be 
made by savings banks; with the pro- 
ceeds of savings and reconstruction sav- 
ings certificates (issued by the Hypo- 
thec Bank of Japan); and with certain 
funds transferred from special accounts 


of the government. These funds the 
Deposits Bureau invests in government 
and government-guaranteed bonds, and 
in making advances to various public 
and private organizations, both domestic 
and foreign, which the Japanese gow 
ernment desires to help. The Deposits 
Bureau underwrites public utility bond 
issues. At times it invests in foreign 
exchange as when, during the recent 
rapid rise of the yen preceding the an- 
nouncement of the gold embargo’s re- 
moval, it aided the government in ac’ 
quiring gold credits abroad and prevent- 
ing too rapid appreciation of the yen. 


THE ORDINARY BANKS; TREND TOWARD 
CONSOLIDATION 


Distinct from the special banks, 
savings banks and trust companies are 
the ordinary banks. Mention was made 
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Backed by an experience of nearly eighty years, and thoroughly familiar with 
local business conditions, we are in an exceptionally favorable position to under- 
take commercial banking, fiduciary and trustee business of every description in 
the Philippine Islands. 

With our Head Office in Manila, conceded to be the chief distributing center of 
the Far East, and with connections extending all over the world, amongst which 
are the strongest and best known foreign banks, we are prepared to act as an 
intermediary in the dealings between foreign centers and a country which, like 
the Philippines, is developing rapidly and offers considerable opportunities to the 
foreign exporter, merchant, and investor. 

Careful and close attention given to the collection business of foreign banks. 
Inquiries and correspondence invited. 


Che Bank of the Philippine Islands 


ESTABLISHED 1851 
AUTHORIZED CAPITAL, P10,000,000.00 
CAPITAL FULLY PAID AND RESERVES, OVER P7,000,000.00 
(ONE U. S. $=TWO PESOS) 


Cable Address: HEAD OFFICE: 
BANCO 10 Plaza Cervantes, Manila 


Branches in CEBU, ILOILO and ZAMBOANGA 


FULGENCIO BORROMEO ‘ President 
RAFAEL MORENO ‘ : Vice-President and Secretary 
a — Department 

Cashier 

e Auditor 

Manager, Noilo Branch 

° Manager, Cebu Branch 

Manager, Zamboanga Branch 
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above of the passage of a banking 
law in 1893. The years before its 
passage were marked by a rapid growth 
of banking. In 1892 there were 270 
ordinary banks; in 1893, 604; and in 
1903, 1754. This growth was regarded 
as unhealthy and the government there- 
after lent its encouragement to bank 
consolidation. While the number of 
ordinary banks declined thereafter to 
1340 in 1919, a distinct movement 
toward amalgamations did not become 
evident until after the 1927 panic. 
The world war had greatly stimulated 
banking _ activity. Bank advances 
mounted from 1,650,000,000 yen at 
the end of 1913 to 9,158,000,000 yen 
at the end of 1926. This large total 
was maintained, in part, by a failure 
to write down loans during the world- 
wide depression of 1920-21, and in 
part by the earthquake of 1923. The 
occurrence of the 1927 panic, with the 
failure of a large number of banks, 
made obvious the need for weeding 
out weak institutions. The early pas- 
sage of more stringent banking regula- 
tions followed. Ordinary banks were 


given five years within which to in- 
crease their capital to a minimum of 
500,000 yen (in Tokyo and Osaka, 
1,000,000 yen); detailed reports to 
the government must be made periodi- 
cally; close government control is pro- 
vided; and government examiners— 
their number increased—are given full 
access to a bank’s records. 

The capital specification has led a 
number of banks to withdraw from 
business or merge with others, while 
numerous additional institutions have 
been ordered closed by the government. 
The government, also, has been directly 
responsible for a number of amalgama- 
tions. The following figures show the 
decline in the number of ordinary 
banks since 1922: 


December 31 Number of ordinary banks 
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FIVE BANKS DOMINATE 


As has been pointed out by the 
U. S. Department of Commerce, five 
banks overtower all the ordinary banks 


in Japan.* These five banks at the 
end of 1928 held over 26 per cent. of 
all money deposited with all ordinary, 
special, and savings banks in Japan 
or 33.96 per cent. of the deposits of 
all ordinary banks alone. The deposits 
of the “Big Five” were more than 2/2 
times the total savings bank deposits, 
which were only 1,241,000,000 yen. 
If to the latter be added 1,743,000,000 
yen, representing the postal savings 
deposits at the end of 1928, the re- 
sultant 2,984,000,000 yen is still smaller 
than the deposits of the “Big Five.” 
The five banks comprising this group, 
their paid-up capital, and total assets 
and liabilities, were as follows at the 
end of 1928: 


*Trade Information Bulletin 653, ‘“The 
Big Five in Japanese Banking,” by H. M. 
Bratter. 
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Paid-up capital Total assets 
(Millions of Yen) 
60.0 872.9 
697.2 
750.9 
825.9 


Bank 
Mitsui 
Mitsubishi 
Dai-ichi 
Sumitomo 
Yasuda 


Total 


NICARAGUA CLIENT OF INTER: 
NATIONAL ACCEPTANCE 
BANK, INC. 


THE Republic of Nicaragua has become a 
client of the International Acceptance Bank, 
Inc., of New York, a member of the Man: 
hattan Company group, according to an 
announcement by Dr. Juan B. Sacasa, Min- 
ister of Nicaragua in Washington, D. C. 
The announcement stated that the Inter: 
national Acceptance Bank, Inc., would here’ 
after act as New York fiscal agent for the 
National Bank of Nicaragua and_ the 
Pacific Railroad of Nicaragua, both of 
which are owned by the republic. 
Representatives of the International Ac 
ceptance Bank, Inc., have been appointed 
to the boards of the National Bank of 
Nicaragua and the Pacific Railroad of 
Nicaragua to act in an advisory capacity. 





The British Budget, 1930 


By LeonarpD J. REID 
Assistant Editor of The Economist, London 


ONSIDERATION of the budget 
{ presented by any Chancellor of 

the Exchequer must bear in 
mind three groups of factors which 
condition his efforts—the general finan- 
cial state of the national exchequer, 
questions of political expediency and 
his own personal characteristics. 

In presenting the first budget for 
which the British Socialist party can 
regard itself as responsible—when it 
took office before it found the budget 
practically ready made—Mr. Snowden 
was faced with a deficit on the preced- 
ing years accounts of £14,500,000, 
and expenditure already sanctioned 
for civil and defence purposes 
£46,000,000 larger than that incurred 
in 1929-30. To the amount of 
£15,000,000 this increase arose from 
a bookkeeping transaction, another 
item showing compensating decline. 
Increases in taxation were therefore 
inevitable, and the political complexion 
of the government naturally directed 
attention to direct taxes rather than 
indirect, and to those bearing on the 
richer classes rather than those on the 
poorer. Lastly, Mr. Snowden’s own 
abhorrence of any departure from the 
strictest regard for the canons of sound 
finance would make him eschew brilliant 
and ingenious improvisations such as 
his predecessor employed in recent 
budgets. 

An important section of the Chan- 
cellor’s remarks dealt with the national 
debt. and in this respect his provisions 
will meet with approval. The fixed 
charge of £355,000,000 a year which 
Mr. Churchill introduced last year to 
cover the whole cost of the national 
debt— interest, management and _ sink- 
ing fund—is to be retained. . An 
economy of £11,500,000 in the cost of 
interest on the floating debt is ex- 
pected, however, thanks to lower money 
rates and a reduced volume of Treasury 


Bills, and there will therefore be cor- 
respondingly more available for debt 
redemption. This is welcome for it 
is generally agreed that sinking fund 
allocations have been too low. More- 
over, the Chancellor stated his inten- 
tion of introducing legislation to re- 
quire that any future deficits—which 
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in the past have simply been added to 
the total debt—should be provided for 
during the succeeding financial year. 


EXPENDITURES VS. RECEIPTS 


The total expenditure for the current 
year was estimated at £787,209,000. 
On the basis of the existing scales of 
taxation Mr. Snowden estimated that 
his receipts would amount to £737,- 
645,000 compared with £734,189,000 
in 1929-30. This slight increase was 
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BANK OF ATHENS 


Established 1893 


Dr. 325.000.000 
Dr. 3.270.000.000 


Head Office: ATHENS, GREECE 
London Office: 22 Fenchurch Street, E. C. 3 


The Bank of Athens has a network of 96 branches covering 
every strategic point in Greece. In addition. the Bank has over 
100 correspondents throughout Greece. 


The Bank has branches in Egypt at Alexandria, Cairo and Port 
Said; and in Cyprus at Limassol and Nicosia. 

The Bank transacts every description of Banking business in 
Greece, Egypt and Cyprus. 


Special facilities are granted to American Banks for drawings in Drachmae and 
United States Dollars on the Head Office, Branches and Correspondents in Greece. 


Capital and Surplus... 
Resources more than. . 


The Bank is adequately equipped to serve importers, exporters and mercantile in- 
terests as well as banks throughout the United States. 


New York Representative: 
The Bank of Athens Trust Company, 205 West 33rd Street 


the result of small rises in all the advanced by 6d., from 4s. to 4s. 6d. 


major items of revenue, with the excep- 
tion of excise duties, which were 
estimated as unchanged. Some £47,- 
564,000 of new money had therefore 
to be found. Of this Mr. Snowden 
proposed to take £16,000,000 from the 
suspensary fund for rating relief, re- 
ducing that fund to £4,000,000. In 
so far as a net £15,000,000 of the 
increased expenditure is attributable 
to the rating relief schemes this trans- 
fer is mainly justifiable, though it will 
be seen that £1,000,000 is taken in 
for general purposes, but Mr. Snowden 
is obviously relying on further expan- 
sion in ordinary revenue next year or 
he would not practically eliminate this 
fund. 

The Chancellor had then to find ap- 
proximately £32,000,000 by additional 
taxation. Faced with this necessity 
he has adopted a policy of simplicity. 
Only four taxes were affected. The 
duties on beer were raised by 1d. per 
gallon, bringing in £3,000,000 and it 
is understood that the brewers are 
to bear the cost. Income tax was 
98 


in the £, but a concession was made 
in the case of smaller incomes so that 
the net increase in yield was estimated 
at £20,730,000 for 1930-31, and 
£24,000,000 in a full year. Surtax, 
the additional income tax on_ higher 
incomes, was raised by varying amounts 
from 9d. to 1s. in the case of the 
initial rate, and from 6s. to 7s. 6d. 
in the case of incomes over £50,000, 
which should bring in £7,500,000 in 
the current year and £12,500,000 in 
a full year. Finally, death duties are 
to be increased on all estates over 
£120,000, the increases again being 
graduated according to the amount, 
and this is estimated to yield £7,000, 
000 more in a full year, and £3,000, 
000 more during 1930-31. 

These advances, of which the brunt 
falls upon the wealthy and investing 
public, must be regarded as harmful, 
since the accumulation of capital must 
be impeded. Nevertheless, the general 
opinion in financial circles is that the 
budget might have been worse. Those 
concerned _in the artificial silk and 
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motor trades are relieved that the 
import duties are to be retained, though 
their anxieties are only postponed for 
a year. The decision to allow the 
safeguarding duties to iapse as they 
fall due for renewal is in accordance 
with a decision announced many 
months ago, and occasions no surprise. 
Among the duties affected are those 
on lace, which terminates July 1 next, 
cutlery, leather, fabric gloves, and gas 
mantles (December 22), wrapping 
paper (May 1, 1931), pottery (April 
19, 1932), buttons (April 28, 1933), 
and hollow-ware (June 12, 1933). 


WORKMANLIKE JOB 
Mr. Snowden’s second budget, if it 
will not arouse the popularity of his 


efforts of 1924 when he had a surplus 
of £48,000,000 in hand and could 


© KEYSTONE VIEW CO. 


afford substantial remissions, is a work- 
manlike job. On the whole, his claim 
that the effects on industry have been 
minimized is justified, although he him- 
self admitted that the psychological 
effects were not unimportant. That 
the Chancellor has performed his own 
task with the efficiency that has come 
to be expected of him does not alter 
the fact that British industry is seri- 
ously handicapped by high rates of 
taxation—a truth which even the trade 
unionists have recognized. No Chan- 
cellor, however, can tangibly reduce 
the burden until his colleagues reduce 
expenditure. It is toward the enforce- 
ment of the utmost economy that the 
efforts of government and opposition 


alike should be directed. 


World copyright reserved by London 
General Press. 


Sir Ronald Lindsay (left), the new British Ambassador to the United States, calls 
on Joseph P. Cotton, Acting Secretary of State, at the State Department. 





The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 


By Paut Ernzic 


European Correspondent of “The Bankers Magazine” and Foreign Editor of 
The Financial News, London 


HE Paris negotiations for the issue 
of the first instalment of the 
Reparations Loan have been the 
center of interest during the last month 
or so. The transaction has been de- 
layed by a series of difficulties, both as 
to the principles involved and the legal 
technicalities of a transaction of this 
kind, which is entirely without prece- 
dent in financial history. The question 
whether or not the bonds should be 
international was the subject of sharp 
controversy between British and French 
interests. The former insisted that the 
bonds should be issued only in the cur- 
rencies of the respective markets of 
issue, and their gold equivalent, so as 
to prevent the migration of the bonds 
from one country to another. The 
latter claimed that the bonds should be 
international in character, with free 
access to any of the markets of issue, 
and that to that end they should be 
issued in terms of several currencies. 
As the Young Plan was in favor of the 
first solution, at any rate during the 
first ten years of its application and, 
moreover, the statutes of the Bank for 
International Settlements empowered 
the Bank of England to veto any trans- 
action of that bank in terms of sterling, 
the British attitude has eventually been 
accepted as justified. 

Another question which caused much 
trouble was the division of the amount 
of $300,000,000 between the various 
markets. None of the groups concerned 
was anxious to take more than was 
unavoidable, and in the case of Great 
Britain the treasury was opposed to 
taking miore than the equivalent of the 
British .participation in the proceeds of 
the loan, amounting to about £5,250,- 
100 


000. In this respect, the views of the 
treasury and those of the Bank of Eng- 
land were not altogether identical, for 
the latter, anxious to be on good terms 
with the Bank of France, was inclined 
to agree to a larger amount. Mr. 
Snowden was, however, firm in his at- 
titude and eventually it was agreed to 
increase the London issue to £10,000,- 
000, on the condition that the whole of 
the amount be retained in Great Britain. 

The question of the exact nature of 
the security of the loan has also caused 
considerable difficulty. As in several 
countries it was contrary to the law or 
to the stock exchange regulations to 
issue a loan which is not a direct lia- 
bility of the debtor, a formula had to 
be found to make the loan a direct lia- 
bility of the German government. There 
were other highly complicated legal 
points which kept the experts busy for 
weeks. The difficulties were eventually 
settled after Whitsun, and the agree’ 
ment for the issue was actually con’ 
cluded on June 10. 

Judging by the resistance with which 
the transaction met in various quarters 
it seems unlikely that the whole of the 
unconditional annuities will ever be 
issued. Although many of the technical 
difficulties which had to be faced have 
been solved by the arrangement con: 
cluded, on the other hand the absorbing 
capacity of the markets for reparations 
bonds is likely to decline in the course 
of time. The bonds are not likely ever 
to become popular as investments, owing 
to the intention of the French govern: 
ment to issue new instalments when- 
ever market conditions are favorable 
for the operation. Owing to the in- 
crease of the French participation in 
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the mobilization part of reparations to 
nearly three-quarters of the total, and 
the reduction of the British participa- 
tion to about one-eighth and the Italian 
participation to about one-sixteenth, the 
mobilization is now regarded as an es- 
sentially French affair, and the other 
governments concerned are not likely 
to take much interest in it. 


LOW INTEREST RATES 


The decline of interest rates on short- 
term loans continued all over Europe 
during the month under review. The 
tendency has reached even countries 
where interest rates are still abnormally 
high, such as Poland or Rumania, for 
instance. The leading banks in those 
countries are now in a position to ob- 
tain loans at the rate of 7 or 8 per 
cent., which is far below the most opti- 
mistic expectations. The Austrian, 
Hungarian and Czechoslovak central 
banks reduced their bank rates, in ac- 
cordance with the general trend. At 
the same time, trade did not benefit to 
any great extent by the reduction of 
interest rates, for banks continued to 
be reluctant to lend to any but first- 
class firms, and their lending rates con- 
tinued to remain well above the bank 
rate in most countries. Nor did the 
persistent decline of short loan rate 
affect the rate of long-term loans, which 
remained high everywhere. For this 
reason, there is a strong feeling in 
financial circles that the tendency of 
cheap money will not be of a lasting 
nature. If cheap short-term loans are 
unable to bring about a decline in the 
rates of long-term loans, the abnormal 
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discrepancy between them will even- 
tually be eliminated by a rise in the 
rates of short-term loans. 

Much will depend on this year’s crop. 
If an excessive crop further aggravates 
the agricultural situation the trade de- 
pression is likely to continue, in which 
case money is likely to remain cheap 
owing to the slackness of demand for 
loans. If, on the other hand, a small 
or normal crop enables the agricultural 
countries to liquidate their surplus on 
the basis of reasonable prices, this may 
bring about a general trade revival, in 
which case money is likely tu become 
firmer. 


‘““EUROPEAN UNITED STATES” 


The much-expected memorandum of 
M. Briand on the “European United 
States” has at last been published. It 
is less Utopian than was generally an- 
ticipated, for it does not propose the 
creation of a super-state or of a Fed- 
eral European Government—the am- 
bitious name is therefore rather mis- 
leading—nor even a European customs 
union. It merely aims at the creation 
of a council, something similar to the 
League of Nations, confined to Euro- 
pean states, subordinated to the league. 
Its aim would be the establishment of 
a closer co-operation between European 
countries in political and economic 
questions. 

As far as Great Britain is concerned, 
the scheme has not been received with 
much enthusiasm. It is _ generally 
realized in this country that, from a 
political and a financial point of view, 
Great Britain is much closer to the 
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United States than to the continent, 
while from an economic point of view 
the links between Great Britain and the 
Empire are much stronger than those 
between Great Britain and the con- 
tinent. Moreover, the creation of yet 
another international organization which 
overlaps with the existing ones is any- 
thing but popular. What is wanted is 
to strengthen the links between Europe 
and other continents rather than ac- 
centuate the existing gap between them 
by means of the creation of the new 
organization suggested. There is noth- 
ing in the proposed scheme which could 
not be carried out satisfactorily within 
the framework of the League of 
Nations. 
GREAT BRITAIN 


Contrary to expectations, there has 
been no further reduction of the bank 
rate since May 1, when it was reduced 
to 3 per cent. Although the market 
rate of discount was continually almost 


1 per cent. below the official rediscount 
rate the central institution did not 
allow itself to be influenced by that 
consideration. Several exchanges were 
in the vicinity of their gold export 
points throughout May, and in the be 
ginning of June the reichsmark actually 
declined below gold export point and 
considerable amounts of gold were with 
drawn for Germany. In view of the 
fact that the influx of gold has ceased, 
and that it was necessary to keep a fair 
margin to cover autumn requirements, 
it was not considered advisable to stim- 
ulate the efflux by means of a reduc 
tion of the bank rate. 

In banking quarters it is considered 
unlikely that the Chancellor of the Ex 
chequer will make a conversion offer 
this summer. The easy trend is con 
fined to short-term credits, while the 
rates of long-term funds remain high. 
The market of government securities is 
anything but favorable for such an 
operation, which is unlikely to meet 
with a satisfactory response on the part 
of bondholders unless the terms of the 
offer are so attractive as to make the 
operation unprofitable. 


MINIMUM LOAN RATE 


As a result of the rapid reduction of 
the bank rate from 647 per cent. to 3 
per cent. within six months, there is a 
fair amount of discontent among busi 
ness firms against the banks on the 
ground that, while deposit rates kept 
pace with the reduction of the bank 
rate, the rate of interest on loans did 
not decline in sympathy with the offv 
cial rediscount rate. In fact, in the 
great majority of cases the terms of 
bank loans are 1 per cent., or half of 
1 per cent., above the bank rate with 
a minimum rate of 5 per cent., or 4% 
per cent., respectively. Thus, instead 
of charging 4 per cent., or even 3% 
per cent., the banks charge to the rank 
and file of their customers 5 per cent., 
or 4/4 per cent. There are, of course, 
a number of exceptions from this rule. 
In the case of big customers, the rate 18 
largely a matter of negotiations, and an 
allowance ~is made from the rule also 
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in the case of particularly profitable 
accounts. Apart from these exceptions, 
however, the rule of a minimum rate 
irrespective of the bank rate is rigidly 
applied. 

The complaints of the business firms 
are not justified, as they lose sight of 
the high overhead charges of the banks 
which remain the same whether or not 
the bank rate is reduced. It is true 
that they pay less on their deposits if 
the bank rate is lower. During a 
period of frequent reductions, however, 
they have to pay a much higher rate 
for some time on part of their time 
deposits. Moreover, the greater part 
of funds handled by banks consists of 
current account balances on which no 
interest is paid, so that in the case of 
these amounts the reduction of the bank 
rate does not bring any benefit to the 
banks. 

FINANCE BILLS 


Another complaint raised against the 
banks is that they enable the foreign 
rivals of British firms to raise funds by 
means of acceptance credits in London 
at much lower rates than those paid by 
their British rivals. As the market rate 
of discount is barely over 2 per cent., 
and the commission on acceptance 
credits varies between one-half of 1 per 
cent. and 1 per cent. per annum for 
good-class banks, it, is possible to raise 
funds through this channel much be- 
low the minimum rate of 5 per cent. on 
loans to British firms. In theory, of 
course, British and foreign firms are 
equally at liberty to make use of the 
facilities of the acceptance market for 


financing their foreign trade. In prac- 
tice, however, foreign firms are at a 
great advantage, owing to their chance 
of making improper use of the accep- 
tance credit facilities. 

It is the unwritten law of the Lon- 
don acceptance market that only bills 
financing goods in transit should be ad- 
mitted. There has always been a strong 
feeling against the introduction of fi 
nance bills under the disguise of gen- 
uine commercial bills. Before the war, 
finance bills were drawn by banking 
houses on each other to take advantage 
of a difference in discount rates. These 
bills were, however, known as such and 
did not come to this market under false 
pretense. Since the war, however, the 
practice of drawing bills which have 
the appearance of commercial bills but 
which have no genuine. commercial 
background has been adopted to a very 
great extent, mainly by German ex- 
porters for the purpose of financing 
long-term credits. As many German 
banks have a number of correspondents 
in London it is possible to renew the 
same credit eight times for three months 
each with different firms, thereby ob- 
taining a credit of two years. Before 
the war it was the London branches of 
German banks which were engaged in 
financing long-term export credits by 
means of acceptance credits, while at 
present it is done by means of con- 
cluding acceptance credits with a num- 
ber of London banks. The security of 
the bills is beyond doubt, as it carries 
the guarantee of the German banks. 
At the same time, they can hardly be 
regarded as self-liquidating, and secure 
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an unfair advantage to the foreign 
rivals of British industries which are 
themselves not in a position to grant 
two years’ credits. 


RATIONALIZATION 


The unprecedented trade depression 
has produced one beneficial result: it 
has made industrial interests realize the 
inevitable necessity of rationalization. 
The movement is likely to make good 
progress within the next few years in 
the iron and steel industry and in coal 
mining. The newly created organiza- 
tions controlled by the Bank of England 
have received numerous applications 
and several interesting schemes are likely 
to be announced in the near future. 
Negotiations are also in progress in the 
motor industry for amalgamation of 
several smaller enterprises. As a result 
of the Indian situation, which dealt a 
final blow to Lancashire, even the tex- 
tile industry may awaken to the neces- 
sity of taking steps for rationalization. 

Unemployment continues to increase 
incessantly. The cancellation of orders 
from India has largely contributed to 
this, while the world-wide depression 
had also its due share in the increase. 
It is impossible to deny, however, that 
the increase of direct taxation and un- 
certainty as to the fate of the McKenna 
duties were also largely responsible for 
the accentuation of trade depression. 
It is feared that during the winter the 
figure of unemployed will reach the 
2,000,000 mark. 


IRISH FREE STATE 


A loan of £6,000,000 was issued re- 
cently by the Irish Free State on com- 
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paratively favorable terms, and met 
with good response in spite of the re- 
luctance of the market to absorb long- 
term bonds. The explanation of the 
favorable result lies in the sound finan- 
cial situation of the Free State. Apart 
from its new loan, its public debt 
amounted to £25,000,000 only, and ar- 
rangements have been made for the 
extinction of this amount within fif- 
teen years. This compares favorably 
with the debt position of any country 
with a highly developed economic sys 
tem. The government is likely to issue 
further loans, but only for construc’ 
tive purposes, as the budget is balanced. 
The current budget contained no in- 
crease of taxation, in fact, some duties 
have even been slightly lowered. 

As the rate of income tax is 3 
shillings in the pound as compared with 
4s. 6d. in the United Kingdom and 
death duties and supertax are also lower 
there is a tendency for wealthy people 
in England to transfer their residence 
to Ireland. As political conditions have 
settled down and safety of life and 
property is beyond reproach, the next 
few years are likely to witness consid- 
erable transfers of capital to the Irish 
Free State, especially if the Labor gow 
ernment remains in office in England. 


FRANCE 


The issue of the French portion of 
the Bank for International Settlements 
shares gave rise to a curiously anoma- 
lous situation. Although the amount in- 
volved was negligible—only about $8,’ 
000,000 of which $2,000,000 was paid 
up—the transaction resulted in the im’ 
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mobilization of an amount exceeding 
$1,200,000,000, as a result of heavy ap- 
plications for the shares, which were 
dealt in in advance at a fantastic pre- 
mium. In order to provide the funds 
required for the purpose, considerable 
French balances were withdrawn from 
London, and this resulted in the ship- 
ments of large amounts of gold from 
London to Paris. As these shipments 
coincided with a disagreement between 
British and French interests on the 
terms of the Reparations Loan the opin- 
ion was widely held in London that 
the withdrawal of gold was artificially 
engineered by the French authorities 
so as to bring pressure to bear upon 
British authorities. Whether or not 
that was the case, the Bank of France 
certainly did not take any steps to pre- 
vent the unnatural movement. Al- 
though the funds tied down for the 
share transaction were released after a 
few days there was no sign of any re- 
turn of these funds to London, while 
as soon as the preparations for the issue 
of Reparations Bonds reached an ad- 
vanced stage there were further with- 
drawals for that purpose, and the 
sterling-franc exchange moved once 
more below gold export point. 

Even if the theory of deliberate action 
on the part of the French central bank 
is rejected, its “neutral” attitude to- 
ward the disturbing movement which it 
could easily prevent shows that the 
state of co-operation between central 


banks is still far from satisfactory. The 
influx of gold is anything but desirable 
from a French point of view, as it 
leads to inflation. From an_ interna- 
tional point of view, it encourages 
hoarding of gold by other central banks 
—in fact, Reichsbank seems to have al- 
ready taken up the challenge and is 
endeavoring to accumulate a gold stock 
which it can ill afford—and is there- 
fore highly undesirable. 


STERLING-FRANC GOLD POINTS 


Some months ago, when gold was 
shipped from New York to Paris, diffi- 
culties arose owing to the fact that the 
Federal Reserve Bank of New York 
paid out gold bars of an inferior fine- 
ness, while the Bank of France does not 
accept bars of less than .995 fineness. 
As a result the gold shipped had to be 
refined which converted the anticipated 
small profit in the arbitrage into a 
fairly substantial loss. The same situa- 
tion has now arisen between London 
and Paris. As the fine gold bar stock 
of the Bank of England has been de- 
pleted by the withdrawals of the last 
few years—most of the withdrawals 
took place in the shape of bars while 
most of the influx consisted of sover- 
eigns—it has been decided to pay out 
bars of standard fineness (.916 2/3) 
only. As a result, the gold export point 
of the franc exchange declined con- 
siderably, which, in turn, brought about 
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a sharp decline of the sterling-franc 
exchange. 

It would be desirable if the inter- 
national gold situation, which, as it is, 
is difficult enough, would not be fur- 
ther complicated by restrictions as to 
the fineness of bars acceptable. As a 
great part of the gold holding of vari- 
ous central banks consists of bars of 
standard fineness, or even of .900 fine- 
ness, the fixing of a minimum fineness 
of .995 would handicap the interna- 
tional circulation of these bars, and 
would eventually necessitate superfluous 
expenditure of refining. What is even 
more important, it creates uncertainty 
as to the figure of gold points, which 
causes considerable inconvenience to 
foreign exchange dealers. 

GERMANY 

Although the Reichsbank has reduced 
the bank rate the exchange has re- 
mained firm and considerable amounts 
of gold have been imported from Lon- 
don. The firmness of the reichsmark 
is attributed to short-term borrowing in 
anticipation of the issue of long-term 
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loans in the near future. There is no 
doubt about it that, once the Repara- 
tions Loan is out of the way, there 
will be a number of German loans of 
all descriptions issued abroad. Discount 
rates have declined to a considerable 
extent, but the rates on long-term loans, 
especially on mortgage loans, remain 
invariably high. 

The budgetary situation leaves’ much 
to be desired. The principal disturbing 
factor is the unexpected increase of un- 
employment, which necessitates an in’ 
crease of support to unemployed by 
about '700,000,000 reichsmarks. Part 
of this is expected to be covered by the 
increase of the unemployment insurance 
premiums paid by employes, but the 
greater part of it will have to be borne 
by the Reich. The government will 
have to grant support also to munici 
palities as some of them are getting 
into rather difficult financial positions. 


ITALY 


Disquieting reports as to the possi 
bility of a conflict with either France 
° Lp 

or Yugoslavia ought not to be taken 





seriously. Although public statements 
made by leading politicians are cal- 
culated to be interpreted as forerunners 
of diplomatic complications it ought to 
be borne in mind that those statements 
were made for “home consumption.” 
No statesman would assume the respon- 
sibility for a war at present when the 
countries concerned have barely settled 
down to recover the after-effects of the 
last war. 

The economic situation shows some 
slight improvement, in spite of the gen- 
eral adverse conditions all over the 
world. The government’s decision to 
establish a special amortization fund for 
the redemption of the public debt has 
created a good impression both in Italy 
and abroad. 

AUSTRIA 


The publication of the reports of the 
leading banks has confirmed the im- 
pression that Austrian banking had a 
lean year. It is to the credit of the 
banks that, instead of keeping up ap- 
pearances by maintaining their divi- 
dends they frankly acknowledged their 
positions by making substantial cuts in 
their dividends. There have also been 
important changes in the personnel of 
the management of several banks. The 
liquidation of the O6esterreichische 
Bodencreditanstalt by the Oesterreich- 
ische Creditanstalt is making slow prog- 
The latter’s balance sheet does not 
include the figures of the former, which 
are still dealt with as a separate com- 
pany. A Swiss-Austrian holding com- 
pany is being formed to take over some 
of the industrial participations of the 
Bodencreditanstalt. 

It is hoped that the issue of the first 
instalment of the Austrian External 
Loan for capital expenditure will take 
place in the near future. Other Austrian 
loans are also under discussion, though 
they are not expected to materialize 
before the autumn. 
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claims arising from the treaties has 
made a favorable change in Hungary's 
internal and external political situation. 
It has consolidated the position of the 
government of Count Bethlen, and it 
has improved the relations between 
Hungary and her neighbors, having 
eliminated at least one of the causes of 
irritation. The economic situation has 
been favorably affected by cheap money 
and good crop prospects. 

No arrangement has been made so 
far for the conclusion of the short-term 
loan of $20,000,000 in anticipation of 
the long-term loan promised by the 
Allied governments at The Hague. It 
is possible that, after all, the long-term 
loan will be issued sooner than antici- 
pated, so that there will be no need 
for any short-term loan. 


RUMANIA 


The return of Prince Carol and his 
ascent to the throne has created a new 
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situation in internal politics. It is not point of view. The attitude of the 
likely to influence, however, the ex- new regime toward foreign capital and 
ternal relations of the country either enterprise is likely to be as friendly as 
from a political or from an economic that of the government of M. Maniu. 


A new branch office of the National Provincial Bank, Ltd., London, which is being 
erected in the heart of the financial district. When completed it is expected to be 
one of the most imposing in the City. As may be seen on the large sign on the 
structure, the treasury doors for the principal strong rooms are by Chubb & Son’s 
Lock & Safe Co., Ltd., of London. At the extreme right of the picture is a corner 
of the Bank of England, while between it and the National Provincial new building 
is Princes street. Behind the National Provincial building may be seen a portion of 
the new head office of the Midland Bank, Ltd., which has its main entrance in 
Cheapside, the long street at the left. The six columns at-the left show the entrance 
to the Mansion House. 
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There is keen competition for the 
telephone concession of the country be- 
tween three groups: the Swedish Erics- 
son group, the International Telephone 
and Telegraph, and the German Sie- 
mens Halske group. No decision has 
been reached so far, and it is possible 
that the three groups will combine to 
grant the government a loan and take 
over the telephone concession. Other 
negotiations for various loans—among 
others a loan for the city of Bucharest 
and a mortgage loan—are also in prog- 
ress, but no issue is expected before the 
autumn. 


BELGIUM 


In spite of the depressed state of the 
coal industry the number of unem- 
ployed is comparatively small. The 
schemes for the construction of canals 
are calculated further to reduce it. 
Issuing activity is rather slack, in spite 
of the decline of money rates, and the 
depression of the Bourse continues. 

After several years of rapid expan- 
sion, banking is settling down to con- 
solidate. For some time there has been 
no big increase of capital nor any note- 
worthy amalgamation. The keen rivalry 
between the two leading groups of 
banks also seems to be settling down 
to normal level. 


SPAIN 


The peseta has undergone a further 
depreciation and continues to fluctuate 
within rather wide limits as a result of 
the uncertainty as to the political situa- 
tion. Opinions are divided as to the 
probable outcome of the Republican 
movement but it is likely to prove a 
disturbing factor for some time to come. 
meanwhile the government considers it 
inopportune to attempt to stabilize the 
peseta. 

The Internal Gold Loan of 1929 has 
been introduced to the London and 
Amsterdam stock exchanges, but the 
volume of bonds placed in these mar- 
kets is believed to be small. Arrange- 
ments are made also for their introduc- 
tion in the Paris Bourse. 
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TURKEY 


The government has introduced a 
bill for the establishment of a state 
bank which will have the sole right of 
note issue. Its gold reserve will be 
contributed by the government, which 
will hand over the gold assets it pos- 
sesses, and will introduce special levies 
on the budget and on the earnings of 
companies for the purpose of increas- 
ing the gold reserve. The bank will 
have to undertake to maintain the 
stability of the currency. Its organiz- 
ing committee will include a represen- 
tative of the foreign banks, which will 
take over part of its share capital. 

Negotiations for a revision of the 
debt settlement have not resulted so far 
in any agreement. It is understood 
that for at least twelve months no 
coupons will be paid. An agreement 
has been concluded with an American 
group for the lease of the match 
monopoly. ' 
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International Banking Notes 


1; a bulletin issued in booklet form by 


the Bank of Poland is contained the re- 

port of the financial adviser to the Polish 

government, Charles S. Dewey, for the 
quarter ended March 31, 1930, in addition 
to the usual statistical tables showing public 
debt, budgetary receipts and expenditures, 
- principal items in the bank's balance 
sheet. 


THE Banco Central de Bolivia, La Paz, has 
issued in booklet form its first annual state- 


ment presented to the Superintendent of 
Banks. 


THE Guaranty Trust Company of New York 
has announced the appointment of Georges 
A. Vernhet as acting manager of the com- 
pany’s Havre office; Arthur W. J. Donald- 
son as assistant manager and William G. 
Hacker as assistant secretary, in the London 
office; and Maurice G. St. Germain as as- 
sistant manager of the Paris office. 


Tue Central Hanover Bank and Trust Com- 
pany of New York opened last month a new 
London office in the West End, at 27 Regent 
street, S.W.1, in the fashionable hotel and 
shopping district. Special services are pro- 
vided for travelers. 


AN organization to be known as the Bank- 
ers Industrial Development Co. is to be 
formed in London under the sponsorship 
of the Bank of England, thus breaking for 
the first time the bank's precedent of re- 
served isolation. The new organization is 
to be capitalized at £6,000,000, divided into 
sixty shares of £100,000 each, forty-five of 
which have been subscribed for by leading 
banks and the remaining fifteen shares will 
be taken by the Securities Management Trust. 

The company is being formed for the 
duration of five years, but should the need 
arise this limit may be extended. Its func- 
tions will be to create co-operation and ra- 
tionalization in British industry and indus- 
trial regions. 
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Economic conditiofs at home and in the 
countries in which the Yokohoma Specie 
Bank, Ltd., of Yokohama, has_ branches, 
were reviewed by Kenji Kodama, president 
of the institution, in an address before the 
half-yearly meeting of the stockholders held 
in March. This meeting was the 100th ordi- 
nary general meeting of stockholders. 

In his address the president discussed the 
lifting of the gold embargo in Japan and 
the factors which led up to it, the country’s 
export and import trade, and complete trade 
returns, 

“Our complete trade returns for the whole 
year,” he said, “give our exports as totaling 
2,149,000,000 yen and our imports as 2, 
216,000,000 yen, or an excess of imports 
over exports of no more than 68,000,000 
yen, undeniably the best result for ten years, 
and even if the adverse balances of both 
Taiwan and Chosen be added, amounting to 
31,000,000 yen and 72,000,000 yen, re- 
spectively, the total deficit would only be 
170,000,000 yen, which sum would be nearly 
covered by the ordinary revenue from in- 
visible trade, so that in all the result must 
be considered gratifying.” 


In its report for 1929, the Bank of Latvia 
presents economic conditions in that country 
as well as statement of the bank's activities. 
Profit of the bank for 1929 amounted to 
Lats. 6,898,889, which has been allocated 
as follows: 


To founded capital 25 per 
cent. 

To reserve 10 per cent. .... 

To bonuses 

To state revenue 


. 1,724,722 
689,888 
312,621 

4,171,657 


Balance sheet as of January 1, 1930, shows 
capital of Lats. 24,172,300, deposits of 
Lats. 15,394,761, and resources of Lats. 251, 
741,870. 


Lez, Hiccinson & Co., of Boston, has 
announced the formation under French 
laws of Lee, Higginson et Cie. The part 
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ners are Paul G. Courtney and the present 
partners of Lee, Higginson & Co. 


Joun M. Erskine, for the last five years 
assistant manager of the Lombard Street 
(London) office of the Commercial Bank 
of Scotland, has been appointed assistant 
general manager of the bank at the head 
office in Edinburgh. Both on account of 
the importance of the bank and the high 
position in Scottish banking circles of its 
general manager, Alexander Robb, special 
interest attached to this appointment. 

Mr. Erskine is a comparatively young 
man. He entered the service of the Com- 
mercial Bank of Scotland in 1910. Before 
going to London he had passed with dis- 
tinction the examinations required to qualify 
as a Scottish law agent, and for some time 
acted as inspector of branches of the bank. 

To succeed Mr. Erskine at the Lombard 
Street office, James W. Alston, superinten- 
dent of branches, has been appointed joint 
manager. 

The office to which Mr. Erskine has been 
appointed is a new one, there heretofore 
having been no assistant general manager 
of the Commercial Bank of Scotland. 


Tue board of directors of Barclays Bank 
(Dominion Colonial and Overseas) has de- 
clared interim dividends for the half-year 
ended March 31, 1930, at the rate of 8 
per cent. per annum on the cumulative 
preference shares and at the rate of 4% 
per cent. per annum on the “A” and “B” 
shares, subject to deduction of income tax. 
The dividends are payable July 19. 


STATEMENT of condition of the Istituto 
Italiano di Credito Marittimo, Rome, as of 
April 30, 1930, showed capital of 
150,000,000 lire, reserve fund of 10,000,000 
lire, current accounts of 823,683,960 lire 
and 1,539,163,707 lire. 


UNITED STATES INVESTMENTS 
IN SOUTH AMERICA 


Unitep States investments in South 
America have increased 1040 per cent. and 
in Central America 161 per cent. since 1913, 
and are now practically equal to the invest- 
ments of Great Britain in these countries, 
according to The Index published by the 
New York Trust Company. Our present in- 
vestments in Latin America are estimated to 
be 20 per cent. in excess of those in the 
whole of Europe. 

“At the beginning of 1913,” the review 
states, “while British investments in Latin 
America amounted to approximately $5,000,- 
000,000, our own investments in the same 
territory amounted to only $1,242,000,000. 
Up to the end of 1928, the British total had 
increased by only 18 per cent. to $5,889,- 
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000,000, while our total had grown bv 350 
per cent. to $5,587.000,000. At the be- 
ginning of 1930, our capital invested in 
Latin America amounted to approximately 
$5.722,000,000.” 

A striking difference exists, however, with 
regard to the geographical distribution of 
American and: British capital throughout 
Latin America. It is pointed out that 59 
per cent. of the United States investments 
in Latin America are now working in Cen- 
tral America and the West Indies, while 
only 20 per cent. of Great Britain's capital 
is invested in these sections. 

“Measured in absolute figures, our invest- 
ments in Central America (includine the 
West Indies) are more than twice as high 
as the British capital in that region, while 
in South America the reverse situation exists, 
our position being just about one-half as 
large as that of the English.” United States 
leadership in Central America and the West 
Indies is due to large investments in Mexican 
railroads, oil and mining properties and in 
Cuban sugar. 

“The significance of our Latin American 
investments lies, of course, not merely in the 
direct returns they yield but also in their 
effect in stimulating our commerce with a 
region which has been speedily increasing 
its importance in international economy.” 
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When Saving Time 
Means Saving Money 


VG HEN financial transactions must 
be consummated between distant cities 
—saving time often means saving money. 


Private wires connect the leading offices 
of the Bank of Montreal in Canada with 


those it maintains in the United States. 


Head Office 
Montreal Z 


Prompt economicalaction is thus assured. 


BANK OF MONTREAL 


Established 1817 


Total Assets in Excess of $800,000,000 


NEW YORK 
CHICAGO 
SAN FRANCISCO 


64 Wall Street 


27 South LaSalle Street 
333 California Street 


Current Conditions in Canada 


FURTHER - moderate improve- 
An in Canadian business came 
during the last month (May), 
again owing largely to seasonal in- 
fluences, of which some were more 
than usually favorable,” says the June 
Monthly Commercial Letter of the 
Canadian Bank of Commerce, Toronto. 
. “For instance,” it continues, “wheat 
planting conditions in the prairie 
provinces have given the crop a better 
start than in the average year, although 
it is now entering the most critical 
period and requires satisfactory grow- 
ing weather. During the first 
three weeks in May wheat shipments 
from Canada accounted for about 50 
per cent. of those from the four major 
exporting countries, as compared with 
38 per cent. in April and 37 per cent. 
in March. 


“An indication of general trade con- 
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ditions may be found in the movement 
of merchandise by rail. The number 
of cars carrying revenue-producing 
freight loaded on the railways sv 
far this year has been about 10 per 
cent. less than a year ago, the smaller 
movement of grains and forest prod- 
ucts accounting for most of the de 
cline. The week ending May 17, 
however, saw a marked increase in 
grain loadings and for the first time 
since last August the number of grain 
cars exceeded that of the corresponding 
week of the previous season; there are 
reports to the effect that a major 
movement by both rail and boat is 
now under way. Merchandise in less 
than car lots and miscellaneous com’ 
modities, for the most part goods 
entering channels of consumption, have 
moved in fair volume, the number of 
cars being only about 4 per cent. less 
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than during the active winter and 
spring of 1929. The May loadings 
show a satisfactory increase over those 
of April... .” 


FOREIGN TRADE 


Foreign trade fell off in April, due, 
according to the Business Summary of 
the Bank of Montreal, partly to the 
decline in commodity prices and 
partly to lessened movement. “The 
value of domestic exports was $50,744,- 
000 against $65,727,000 in April, 
1929, and $89,597,000 in the preced- 
ing month of March. The principal 
items of export all show a decrease 
save fish and unmanufactured copper. 
The value of wheat exported, $3,804,- 
000, was less than one-half that in 
April a year ago, when the value was 
$8,072,000, while the value of flour 
exported fell off 40 per cent., quantity 
export declining in about like propor- 
tions. Newsprint export of $9,200,- 
000 was $547,000 less than last year, 
and it is interesting to note that the 
value of newsprint shipped out was 


SKANDINAVISKA 
KREDITAKTIEBOLAGET 


Established in 1864 
STOCKHOLM 


MALMO 


Branches 
In All Parts of Sweden 


PAID-UP CAPITAL AND RESERVES 
KR. 182,000,000 
Telegraphic Address: Kreditbolaget 


Foreign Exchange bought and sold, bills collected, deposit 
and current accounts opened and all kinds of banking 
business transacted 


nearly two and one-half times as large 
as that of wheat. Exports of auto- 
mobiles and parts dropped to $1,462,- 
700 from $2,963,000 in April last year, 
while exports of unmanufactured 
copper rose $311,000. The value of 
imports in April declined to $71,223,- 
000 from $97,517,000 a year ago, and 
$114,175,000 in March last. Some 
of this decrease possibly was due to 
anticipated tariff changes. Aggregate 
external trade in April amounted to 
$123,731,000, compared with $164,- 
671,000 in the corresponding month 
last year, and the excess of imports 
over domestic exports was $20,478,000, 
against an adverse balance of $31,790,- 
000 a year ago... .” 


TARIFF CHANGES 


The outstanding event of the month 
was the revision of the tariff announced 
by the Minister of Finance in his 
budget speech, in the opinion of the 
Bank of Montreal. The Monthly 
Letter of the Royal Bank of Canada, 
Montreal, says of it: 
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ANYWHERE ON THE GLOBE 


COOK'S 


TRAVEL SERVICE 


THE WORLD'S LEADING 
TRAVEL ORGANIZATION 


300 OFFICES 
THROUGHOUT THE WORLD 


THOS. COOK & SON 


NEW YORK 
585 Fifth Ave. 253 Broadway 


82 7 Madison Ave 


in co-operation with 


WAGONS-LITS CO 


701 Fifth Avenue 


“Although this budget contains a 
revision of a large number of items 
in the tariff, the actual changes, except 
for those mentioned below, are not 
considered of major importance. The 
outstanding changes consist of an in- 
crease in the amount of preference 
granted on a wide variety of articles 
of British origin, a substantial increase 
in the protection given to the Canadian 
steel industry, a new system of 
countervaluing duties on agricultural 
products, and a general reclassification 
which will assist in clarifying tariff 
classifications. 

“In the section dealing with 
iron and steel and their products, the 
changes have been of a dual nature. 
Those products which are made in 
Canada have received increased pro- 
tection, and on those products which 
are not made within the country the 
attempt has been made to accord better 
opportunities to those countries which 
are accustomed to grant corresponding 


privileges in their markets to Canadian 
products. . The budget also con- 
tains a provision under which a bounty 
of 4914 cents a ton will be paid on 
Canadian coal for smelting ore in the 
production of steel. 

“On a number of products such 
as potatoes, meats, soups, eggs, wheat, 
rye, oats, flour and cast iron pipe, 
which Canada both imports and ex: 
ports, the rate of duty has not been 
changed but provision has been made 
that, when a country from which 
Canada imports these products shall 
levy heavy duties on these products, 
corresponding duties shall be levied by 
Canada on the same products when 
imported from that country. It is 
quite evident that this provision will 
give an inducement to other countries 
to reduce their tariffs on such 
Canadian products. This is considered 
a more far-sighted arrangement than 
retaliatory duties.” 


THE BUDGET 


In regard to the budget, the Royal 
Bank of Canada in its Letter says: 

“At the end of March, 1930, the net 
amount of the public debt of the 
Dominion of Canada was $2,195,000, 
000. Since 1923, the year when the 
net debt reached its maximum, the 
reduction has amounted to $227,000, 
000, or 9 per cent. The weight of 
this debt upon the Canadian _ public 
is more accurately expressed in terms 
of annual interest charges than in terms 
of the total amount. In 1921 the in 
terest on the public debt amounted 
to $15.88 per capita; in 1923, to 
$15.18, and in 1930 to $11.25. This 
form of statement gives weight to 
three factors—the increase in popula: 
tion; the refunding of loans at lower 
rates of interest, which have reduced 
these charges by $5,000,000 _ since 
1923; and the repayment of outstand- 
ing obligations, which has reduced in’ 
terest payments by $15,000,000 a year. 
There is no allowance in this form 
of statement for the extraordinary in 
crease in the per capita wealth of the 
country dyring a period in which this 
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increase in wealth has served to reduce 
the proportionate weight of the debt. 
For the last year interest charges 
amounted to $122,000,000, in compari- 


son with total expenditures amounting 
to $403,000,000. Thirty-nine per cent. 
of the total expenditures were due to 
items which may be attributed to the 
war, war pensions alone accounting for 
nearly 10 per cent. of the total annual 
expenditures.” 


EXTRA DIVIDEND DECLARED 


Tue Central Manufacturing District Bank 
of Chicago has declared, in addition to the 
regular dividend of 2% per cent., an extra 
dividend of the same amount, payable July 
1 to stockholders of record of June 30. 


BANK COMPTROLLERS 
AUDITORS ELECT 


AND 
OFFICERS 


JosepH E. Gtass, auditor of the Guaranty 
Trust Company of New York, was elected 
president of the New York City Bank 
Comptrollers and Auditors at their annual 
meeting. Other officers elected were: First 
vice-president, Arthur A. O'Neill, Ir., audi- 
tor Bank of Manhattan Trust Company; 
second vice-president, C. W._ Borton, 
assistant auditor Irving Trust Company; 
secretary-treasurer, H. Hijertberg, auditor 
Pacific Trust Company; assistant secretary- 
treasurer, C. C. Hubbell, Jr., auditor First 
National Bank, 


IRVING TRUST PROMOTIONS 


PROMOTIONS announced recently by the 
Irving Trust Company of New York at 
its out-of-town office include: William 
Feick, from assistant vice-president to vice- 
president; Lawrence B. Carey, from assistant 
Secretary to assistant vice-president; and 
W illiam H. Pullman, to assistant secretary. 
Otl promotions are: Wallace Benedict, 


| ‘THE MERCANTILE BANK OF INDIA LIMITED 


Head Office: 15 GRACECHURCH STREET, LONDON, E.C.3. 


New York Correspondent: BANK OF MONTREAL 


£3,000,000 
£1,050,000 
£1,646,506 


BANKERS :~—Bank of England; Midland Bank Limited 
Branches and Agencies in India, Ceylon, Burma, Siam, Straits Settlements, 
China, Port Louis, Mauritius and Dutch East Indies 


The Bank buys and sells Bills of ay issues Letters of Credit and conducts every description 


On current accounts interest is allowed at 2 per cent. per annum on daily balances, provided accrued in- 
JAMES STEUART, Chief Manager 


L. I. Estrin, Frederic Hartman, Frederick 
G. Herbst, Malsolm C. Hutchinson, Went- 
worth P. Johnson and Stanley T. Wratten, 
from assistant vice-president to vice-presi- 
dent; Raymond B. Beach, Robert C. 
Effinger, Theodore W. Egly and Frank E. 
Fischer, from assistant secretary to assistant 
vice-president; and Nolan Harrigan, Wil- 
liam H. Keeler, George W. Leman and 
Ralph E. Vanderboget, to assistant secre- 
tary. 


HOW TO INCREASE AN ESTATE 


THE Central Hanover Bank and _ Trust 
Company, New York, has outlined in a 
recently published booklet ten ways to 
provide for reducing the shrinkage on 
estates. The booklet describes the various 
methods utilized to save money for Central 
Hanover trust customers and makes the 
point that large savings are possible on the 
average estate when it is considered in 
advance, but that, after a man’s death, little 
can be done other than efficient administra- 
tive service. 


CITY COMPANY TO TRADE IN 
GOVERNMENT SECURITIES 


THE National City Company, investment 
affiliate of the National City Bank of New 
York, has recently joined the small group 
of banking firms that make a specialty of 
trading and dealing in United States Gov- 
ernment securities at net prices. William 
P. Neacy, formerly of Bancamerica-Blair 
Corporation, is the active trader in Govern- 
ment securities, under the supervision of 
Arthur F. Thompson, manager of the 
department, and H. C. Sylvester, Jr., vice- 
president. 


DECLARES DIVIDEND 


THe New York Trust Company has de- 
clared a quarterly dividend of 5 per cent., 
payable June 30 to stockholders of record 
of June 21. 
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Bank Secondary Reserve 
and Investment Policies 


By 
PAUL M. ATKINS 


Engineer-Economist 
Ames, Emerich & Co., Inc. 


During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and much 
attention is now being given the sub- 
ject at bankers conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problen—a book 
designed to be of practical helpfulness 
to executives charged with investment 
responsibilities. 


The author, Dr. Paul M. Atkins, 
has been making a study of this sub- 
ject for a number of years and this 


volume embodies the results of his 


. . Why Banks Need Secondary Reserves 
interview of some three hundred Basic Factors Underlying Bank Re- 


different bankers, many of whom con- Size and * Composition of a Primary 
. e Reserve 

tributed data based on their own ex- ~~ a + * ee 

perience. The Investment Account of a Bank 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


JULY, 1930 


NOVELTIES—THE NEW ADVERTISING MEDIUM 


By L. A. CHAMBLISS 


Assistant Vice-president, Fidelity Union Trust Company, Newark, N. J. 


The following is a por- 
tion of an address delivered 
before the Advertising 
Specialty Association at the 
recent Advertising Conven- 
tion in Washington, D. C. 
Bank advertisers who use 
novelties will be interested 
in the suggestions made to 
novelty manufacturers. 


HERE is a real need 
for new and _ novel 
media. Even a benevo- 
lent monopoly may become 
dangerous, and in = my 
opinion the future of ad- 
vertising lies in the direction 
of the opening up and per- 
other media than 
newspapers and magazines. 
If specialty advertising is 
not in first place today, and 
if it has a vital value to 
advertisers, then its failure 
to occupy first place must 
rest largely on its makers 
and distributors. 
As a banker and a buyer 
of advertising, I see several 
reasons this shift in 


fecting 


tor 
Sentiment. 


THE ADVERTISING AGENCY 


First, and foremost, the 
advertising agency has made 


the ' 


newspaper and maga- 


zine, and vice versa. The 
history of the great media 
and the advertising agencies 
go hand in hand. The 
publishers and the agencies 
got together on the matter 
of commissions. The agen- 
cies could make money by 
pushing the newspapers; 
and the increased earnings 


of the newspapers enabled 
them to improve editorially 
and expand their circula- 
tion. This in turn made 
the newspapers such a good 
buy, and such a simple, easy 
buy, that the agencies 
quickly lost their qualms 
about pushing them. Today, 


(Continued on page 119) 





To ie Man 


The Irving Trust Company announces a 
new Vacation Financial Service 


AS AN EXECUTIVE, the man saved price, or the exercise of rights 
at the top has learned that his 

value to his business depends 

in part on his ability to get 

clear occasionally of worry 

and responsibility . . . Often 

he risks low in his peronal 

investments in order to gain 

thet temporary freedom. 


‘TO SUCH MEN, the Irving Trust 


at the \OP.. 


IrvING TRusT COMPANY 


An excellent piece of what some advertising men call 


“sharp shooting,” i. e., 


aiming at-one particular type of 


reader, is displayed in this newspaper advertisement of a 


New York trust company. 


It does a good job of an- 


nouncing and describing a new service for “the man at 
the top” to whom it is addressed. 





The Editor’s Page 


NE difficulty in adver- 
C) tising trust service is 

in preparing copy 
that will fit the individual 
cases of a varied group of 
prospects. This problem was 
very successfully solved re- 
cently by the City Bank 
Farmers Trust Company of 
New York in a two-page 
spread in New York news- 
papers. Under the heading, 
“Which of these Six Trust 
Services do you Need?” the 
copy described six different 
types of service for six dif- 
ferent types of prospects. 
These were as follows: 1. 
Uniform Trusts for the man 
who had saved his first 
$5000, describing a new 
service whereby investors’ 
funds in a minimum amount 
of $5000 are mingled in a 
common trust fund and ad- 
ministered :by the trust and 
investment experts of the 
bank. 2. Investment Man- 
agement and Counsel for 
the man who is wealthy 
and retired and wants to 
be relieved of the cares 
of handling his investments. 
3. Custodian Service for the 
active, shrewd investor who 
wants to be responsible for 
his investments but be re- 
lieved of all detail. 4. Liv- 
ing, Testamentary and In- 
surance Trusts for the man 
of means who wants to 
properly provide for his 
family both during his life 
time and after his death. 
5. Executorships for the man 
who is making a will and 


wishes to appoint an, execu- 
tor who will wisely admin- 
ister its provisions. 6. Cor- 


porate trusts for the worried 
president of a new corpo- 
ration who can utilize the 
assistance and advice of the 
depart- 


corporation trust 
ment. 

Each of these types was 
introduced by a photograph 
which helped to visualize the 


idea embodied in the text. 


N a recent address, Don 
[kxowiton, publicity man- 

ager of the Union Trust 
Company of Cleveland, 
states his opinion that it 
is no longer necessary for 
savings bank advertisers to 
educate the public to the 
idea of saving or to prove 
to them that banks are safe. 
He believes that the question 
today is not “Do you have 
a savings account?” but 
“Where do you keep your 
savings?” The problem of 
the advertiser, Mr. Knowl- 
ton believes, is to persuade 
the savings depositor that 
his particular bank is a 
pleasant and convenient 
place to keep an account. 
Nowadays one savings bank 
is about as good and as safe 
as another. The real cri- 
terion is convenience of lo- 
cation. 

While all that Mr. Knowl- 
ton says is doubtless true, it 
would hardly seem possible 
that we have reached as yet 
the saturation point for sav- 
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ings accounts. Surely in 
every community there must 
be many people who don: 
have savings accounts who 
could be persuaded to save, 
Then, too, savings banks are 
not only in competition with 
each other but are also com 
peting with every agency in 
the community that is out to 
get the consumer’s dollar. 
One function of savings ad: 
vertising would seem to tk 
to persuade the prospective 
depositor to cut down pres 
ent consumption for the sake 
of future spending power 
and security. 


OPULAR interest in 
the investment trust 


idea is made good use 
of by the Emigrant Indus 
trial Savings Bank of New 
York which, in a _ news 
paper advertisement, sug 
gests: “Own Your Own 
Investment Trust” and goes 
on to show that with a five 
dollar bill there can bk 
started a unique and strictly 
private investment _ trust, 
managed by skilled special’ 
ists who handle all the ir 
tricate details, investing only 
in mortgages, bonds and 
other high-class securities. 
One point that is featured 
is the fact that such an 
investment can never drop 
below par. The average 
layman fails to realize that 
the savings bank is to all 
intents a real investment 
trust very conservatively 
managed. Savings banks do 
well to emphasize this point. 





(Continued from page 117) 


a cub in the average agency 
accepts newspapers as he 
accepts speakeasies and day- 
light saving. 

Outdoor advertising got 
in on the same boat. 

I am totally unfamiliar 
with what the specialty and 
novelty people have done 
about this matter of com- 
missions to agencies, and I 
can speak freely. 

In my _ opinion, _ their 
business must grow through 
the advertising agencies. 
Radio is growing through 
the agencies. Floyd Gib- 
bons and the Literary Di- 
gest hour owes its inspira- 
tion to a Newark man who 
operates a New York 
agency, and the fact that 
he could make money out 
of putting over a_ radio 
stunt. 

But in growing through 
the agencies it must grow 
on the basis of a fixed, 
strictly enforced, publicly 
known scale of commissions. 

The reason I as an ad- 
vertiser buy newspaper 
space through an agency is 
because I know I cannot 
buy it any cheaper direct. 
And the agency knows that 
I know this. And I am 
fairly safe in assuming that 
all newspapers allow the 
agency the same commis- 
sion, and that the agency's 
opinions and selections are 
honest. 

I recently had occasion to 
investigate the cost of cer- 
tain equipment for the out- 
side of our building. As 
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Four-In-Hand to 


Sh, Lie 


Facrimle reproduction of the sigarure 
of Daniel Ludlow, fam President of The 


. \ 
Wall Street 

To the Beekmans, the Primes, and others of his 
friends whose country-seats flanked the old Boston Post 
Road, the drum-like tattoo of Mr. Ludlow’s four-in- 
hand equipage was a familiar sound by which they 
might have told the time of morning. For at an early 
hour on summer days a handsome barouche, drawn by 
four well-groomed horses, swung through the gates of 
his estate at the juncture of the Bronx and East Rivers 
and hit a steady pace in the direction of the Battery. 
Mr. Daniel Ludlow, as every one knew; was going to 
his banking office in Wall Street. 

In every phase of a busy life he lived up to the 
tradition of a family which traced its origin back to 
Edward I of England. Whether as master of ceremonies 
at the Tontine Coffee House, where gathered the chief 
men of the day, or as genial host at his dinner table, which 
was kept always set with half a dozen plates for casual 


visitors, or as the “gentleman of parts” who drove four- 
in-hand to Wall Street he was 4 figure and a power— 


a 


one of an illustrious group of men whose influence upon 
the life of their time is reflected today in the important 
place names of the city. 


in appoiniing the Bank of Manhattan Trust Company a1 Executor and Trustee under 
your will you entist the faithful couperation of an institution which has always 
enjoyed the patronage of leaders im every desirable phase of a great city's life. 


Send for ner bookies, “Your Will” 


BANK OF MANHATTAN TRUST COMPANY 


= G 


One of a series of unusual institutional advertisements, 
each of which portrays an historical character, one of the 


founders of the bank. 
York City newspapers. 


The series is being run in New 
The advertisements 


are note- 


worthy for their physical make-up as well as for the idea 
behind the entire series. 


it was of an advertising 
nature, I called on my 
agency to tell me where to 
buy it. I called in the 
man who was recommended 
and he later quoted a price. 
I afterward learned that 
before coming to me with 
the quotation he stopped at 
the agency and asked them 


how much they wanted him 
to tack on to his quotation 
as their commission. 

It is experiences of this 
kind which make the ad- 
vertiser wary of purchasing 
specialties through _ his 
agency. This is the kind 
of thing that can only be 
avoided by a fixed, strictly 
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themselves... 
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Bank of Italy 


A NATIONAL BANK 


An idea of its size and the distribution of its branches is 
given by the heading and copy of this interesting adver- 


tisement of a California banking institution. 


The illustra- 


tion is unsual and attention-getting, and the layout is good. 


enforced, publicly known 
scale of commissions. 

Do not misunderstand 
me, however. The fact that 
specialty advertisers do not 
have such a scale in no 
way reflects on the value 
of the medium they repre- 
sent. It merely explains, 
in part, the shift in the ad- 
vertisers’ evaluation of that 
medium. 
PROBLEM OF DISTRIBUTION 

Second, the problem of 
how to distribute a specialty 
or novelty has never been 
satisfactorily solved. The 


specialty people cannot ex- 
pect the advertiser to solve 
this problem. Yet this is 
exactly what they attempt 
to do. 

If a salesman from each 
of the leading specialty 
houses called on me tomor- 
row, I'll wager any one of 
them would be willing to 
sell me a carload of brass 
whoscits and see me stack 
them in the basement or 
keep them on hand to throw 
at new customers. 

I did not say that no at- 
tempt has been made to 
solve this problem. I said 
that no satisfactory attempt 
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2500 TELLERS WINDO 


has been made to solve it. 
We are all familiar with 
the various trick schemes 
that have been invented and 
tried out. Premiums for a 
long time looked like the 
answer. In the savings bank 
field, one with which I am 
familiar, a certain company 
has even gone so far as to 
offer for sale a_ scheme 
whereby it will put into a 
bank a corps of salesmen to 
solicit saving accounts, giv 
ing away one of its banks 
as a premium. This is really 
awfully nice of it, consider: 
ing it gives away its own 
bank. Specialties other than 
banks may also be had on 
this basis. And a lot of 
banks have fallen for it. 

I would say, offhand, that 
the manufacturer should be 
in no way involved in the 
distribution of his own prod- 
uct, and that he should 
permit its distribution only 
on a publicly known com 
mission basis. 

Here again, the advertis 
ing agency has solved the 
problem for the newspaper 
and the advertiser. Whereas 
the specialty salesman offers 
a carload of whoscits which 
I can take home or plant on 
the front lawn, the agency 
offers me, through the news 
paper, an audited approach 
to a selectable number of 
people on a per capita cost 
basis, no graft included. 

It is hard to expect the 
advertiser to buy a carload 
of whoscits and upset his 
entire organization distribut 
ing them in what is at best 
a highly unscientific manner 





wot 
able 


poir 


mig 


$a} 


gir 
vie 


cu 
SO) 


ee 


THE BANKERS MAGAZINE 


LUE EEEEEEE 


when he can buy the news- 
paper by merely nodding 
his head. This presents a 
vast and complicated prob- 
lem. But if the Advertising 
Specialty Association oper- 
ates through committees, it 
would seem highly reason- 
able that such a body be ap- 
pointed to study it. Maybe, 
in twenty-five years they 
might reach a conclusion. 


SCIENTIFIC SALESMANSHIP 


Third, salesmanship today 
is coming to depend more 
and more on a scientific an- 
alysis of the prospect’s needs 
before an approach is made. 
The old drag-net method 
still works; but it is ex- 
pensive. 

Various types of special- 
ties and novelties have ap- 
peals to various types of 
business. For instance, a 
partnership that does a 
large and profitable business 
through a limited number of 
customers, could, and I be- 
lieve should, give away an 
expensive piece of remem- 
brance advertising at Christ- 
mas or on special occasions. 

On the other hand, my 
bank has over one hundred 
and sixty thousand custom- 
ers, and when a salesman 
comes in and tries to sell 
me a five-dollar product, I 
say it’s imposing on my 
good nature to ask me to 
give him a courteous inter- 
view. And the old gag that 
a bank can select its good 
customers and give them 
something is a lot of bunk, 


though I’ve no doubt many 
sales are still made on this 
basis. 

For the large organization, 
the per unit cost is all im- 
portant. Practically every 
manufacturer today  safe- 
guards himself by making 
his advertising department 
work on a limited appropria- 
tion. From this, he expects 
the newspaper, outdoor and 
direct-mail work to be sup- 


Has Been 
My Friend 
for Fifteen 
Years +--+ 


Newsboys 


“Because it has brought me the benefits 
of regular saving, because it represents 15 
years of worthwhile associations with the 
Union Industrial Bank, I consider my old 
bank-book about the best friend I have. 


ices a bank could give me until I started 
an account with the Union Industrial. In 


fact, the bank has been as goad a friend helpful 


to me as the bank-book. 
It is statements like this one from Mr. 
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ported. If the advertising 
department suddenly asks a 
50 per cent. addition to this 
fund for the purchase of 
whoscits which will have a 
doubtful distribution, there 
is bound to be trouble. One 
mustn't expect the advertis- 
ing man to put his head 
into such a rat trap. 

Of course, there is much 
to be said on this per unit 
cost, but specialty companies 


Mr. Victor S. Kear, 2232 Nolan Drive 


Mr Kozr> sevens «0p oficency engineey he when bien so both the Bui and the 

Chevrolet lactones Expenence acquired at 

pensson of Acnstent Superintendent of Busch Pleat Number & 

Qurmde bis business ectrvities Mr Kear finds time to serve ase durector of the Old 
‘Amoretion. 


‘planes has brought him the 


A UNION INDUSTRIAL DEPOSITOR FOR FIFTEEN YEARS 


Victor S. Kear which make us realize that 
our policy of ever-increasing service is 
appreciated by our depositors. Various 
factors have enabled us to progress, such 
as: tremendous financial resources, a dis- 
tinguished directorate and a list of deposi- 
tors including Flint’s biggest industries. 
And by constantly expanding our resources 
and facilities we plan to be even more 
to our customers in the 

Benefit by our progress. Open a savings 
account with us today. 


Union Industrial Bank 


10 CONVENIENT LOCATIONS 


DIRECTORS 


ca 
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The form 


testimonial 
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of advertising is used 


effectively in this advertisement, one of a series 


being run by a Flint, Mich., bank. 
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have never gotten the story 
across to American business. 
They know it, but business 
doesn’t. The per capita 
cost of newspaper advertis- 
ing is based on a one-time 
showing. With the excep- 
tion of the back cover, this 
is greatly true of magazine 
advertising. Calendars, how- 
ever, and permanent special- 
ties last, if at all, one year 
or longer. I once had a 
bank president tell me that 
ten years before he had sent 
out “Pocahontas” on a cal- 
endar head, and _ that, 
sans calendar, “Pocahontas,” 


could still be found guard- 
ing the firesides of his city. 
The per capita cost of 
“Pocahontas” was mighty 
low. 

Newspaper advertising, on 
the other hand, has the ad- 
vantage of carrying a sales 
message. It can put up an 
argument. Specialty adver- 
tising is institutional adver- 
tising and, as such, it merits 
consideration. The old argu- 
ment between “institutional 
copy” and “merchandising 
copy” is one of the standard 
laws for all convention 
speakers. 





DAYLIGHT SAVING— 
the modern answer to the 
public's demand for . . 


© 


RESOURCES OVER 
$50,000.000.00 


“SOLID GROWTH 
WITHOUT MERGER 


Andithe FRANKLIN TRUST banking day 
of 15346 hours established in 1909 —is our 
enswer to the demand of Philadelphians 
fox more time in which to do their banking. 
Over 60,000 clients will tell you how 
Pleasant and convenient it is to save 
time and money at the FRANKLIN 
TRUST COMPANY. 

MAY WE HAVE YOUR ACCOUNT 
TOO? Come in any time 
open ‘til midnight daily 


+ we ore 


In presenting a specialty 
through salesmen, considera: 
tion must be given to this 
per unit cost by a prelimi 
nary study of the prospect's 
business. 


SPECIALTIES VS. NOVELTIES 


Fourth, “specialty” adver- 
tisers is a high-hat name, 
no doubt preferred to 
“novelty” advertisers. But 
those advertisers must take 
care that with a change of 
name, they do not also un- 
dergo a change of purpose. 

In the early days, when 
specialties were novelties, 
they had novelty. That's 
the reason people used them 
for advertising. They got 


over the advertising message 
before the prospect knew it 


was coming. And _ they 
made people talk, such as, 
“Gee, Bill, you ought to go 
down to Shaw’s Clothing 
Store; they're giving away 
the funniest little whirligig 
down there you ever saw.” 
By Barnum’s standard, that 
was good advertising. 
Then the novelty business 
began to fall off, and the 
manufacturers were caught 
—I fear—with large inven 
tories, and it became the 
custom to specialize in cer 
tain novelties, hoping to 
make these staples. This 


FRANKLIN TRUST 
COMPANY 


, CHESTNUT AT FIFTEENTH 
WIDE AWAKE ‘TIL MIDNIGHT 


would have been good busi 
ness for anyone but creators 
of novelty advertising. They 
must not forget that the ad 
vertiser is still looking for 
novelties. 

And novelties need not 


FRONT AND MARKET STS. 
5708 GERMANTOWN AVE. 
FRANKFORD AVE. AND PAUL ST. 
Stad AND MARKET §1S. 








An excellent illustration is the outstanding feature of this 
advertisement of a Philadelphia trust company emphasiz- 
ing the length of its banking day. 





Seen meenmaanaaaaa ae 


THE BANKERS MAGAZINE 


__ 


necessarily be expensive per 
unit. The outstanding ex- 
ample of this today is the 
series of cut-outs with which 
samples of Lucky Strike 
cigarettes are being dis- 
tributed. Rather, this novelty 
has lowered the cost to the 
manufacturer, for where 
formerly it was customary 
to distribute cartons of cig- 
arettes as samples, by this 
method, only two cigarettes 
are required. 

Specialty advertising of- 
fers an approach through 
the sense of touch. Reason- 
able though they are, our 
newspaper and outdoor ad- 
vertising may not always 
carry, reality. But the spe- 
cialty, which one can take 
in his hands, and feel and 
handle, is concrete evidence 
of the character and exis- 
tence of the product adver- 
tied. It strengthens and 
advertises our advertising. 

Also, newspaper and out- 
door advertising are cold, 
business-like and remote. 
Specialty and remembrance 
advertising has warmth, 
friendliness, and approach 
through the heart, as well 


THE OLDEST BANK AND TRUST COMPANY IN THE WEST 
Sstablished 1852 
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SAVINGS DEPARTMENT iY Cathe 


Wells Fargo Bank 


San Francisco Bay’s 
$56,000,000 
EDUCATION 


The City of 


SAFE DEPOSIT DEPARTMENT 
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TRUST DEPART MNT 


Union Trust Co. 





Market at Montgomery 


Market at Giant Avenue 


SAN FRANCISCO 


The department store type of advertising is used by a 
San Francisco bank to good effect in this full page adver- 
tisement run in San Francisco papers. 


as through the brain. It an- 
swers the question often un- 
spoken but ever present in 
the buyer’s mind, “What do 
I get out of this?” It ad- 
vertises your advertising. 


FINANCIAL ADVERTISERS’ CONVEN- 
TION PLANS 


THE most comprehensive ex- 
hibit of financial advertising in 
the history of the Financial Ad- 
Vertisers Association is being 
planned for the convention to 
be held this fall in Louisville, 
according to Jacob Kushner, as- 
sistant secretary of the United 
States Trust Company, Paterson, 
- J., who is chairman of the 
exhibit committee. Some of the 
larger banks and investment 


houses are planning to exhibit 
entire campaigns, both in news- 
paper and direct-mail advertis- 
ing, instead of only a few speci- 
mens of their work. 


As an innovation, the lunch- 
eon program on September 18 
will be devoted exclusively to a 
discussion of the exhibit. On 
this program members represent- 
ing various sizes of banks and 
investment houses will discuss 


their exhibits and what is be- 
hind them. 

Associated with Mr. Kushner 
on the committee are J. V. Hol- 
dam, First National Bank of 
Chattanooga, Tenn.; J. Blake 
Lowe, Equitable Trust Company, 
Baltimore, Md.; Deroy Scott, 
Lincoln Bank & Trust Com- 
pany, Louisville; and Cedric 
Morris, Union Guardian Trust 
Company, Detroit, vice-chair- 
man. 


The theme of the convention, 
“The Challenge of the Next 
Decade,” is arousing keen inter- 
est and efforts are being made 
to build up material which will 
give answers to the new prob- 
lems which confront financial 
advertising men. The general 
program, under the direction of 
H. A. Lyon, of the Bankers 
Trust Company of New York, 
is being shaped up so as to in- 
clude all topics of current in- 
terest. 
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HOW BANKS ARE ADVERTISING 


THE testimonial form of adver- 
tising, which has gained such 
popularity in other fields, has 
been introduced in banking 
circles by the Union Industrial 
Bank of Flint, Mich. This bank 
is running a series of advertise- 
ments each containing a large 
size photograph of a Flint resi- 
dent and a statement from him 
(or her) concerning the bank's 
services. The advertisements 
are run in large size, five col- 
umns by twelve inches or there- 
abouts, and contain, first of all, 
the photograph, under which 
are given the name and a brief 
sketch of the business affiliations 
of the person appearing therein. 

The display line consists of 
one sentence, the high light of 
the testimonial, i. e., “I place 
the Union Industrial Bank 
among my most valued friends.” 
Underneath this is a brief para- 
graph of copy introducing the 
testimonial, which is used in di- 


Tell 


Your 


rect quotation. Following this 
are one or two additional para- 
graphs of copy emphasizing the 
ideas brought out in the quota- 
tion. The signature consists of 
the name of the bank, a line 
giving its number of offices, and 
a list of the directors. 

An example of this unusual 
bank advertising is reproduced 
on page 121. 


A HOUSE-ORGAN devoted exclu- 
sively to the promotion of trust 
activities is Reflections, “issued 
now and then by the California 
Trust Company for its friends,” 
which has been mentioned a 
number of times in these col- 
umns. This four-page folder 
has a page size of 8% by 5% 
inches and is simply printed in 
black, with decorative touches 
of green, on heavy white stock, 
without a cover. 

The May issue of this little 


house-organ contains seven hu- 


Son... 


“THIS ONE THING 
YOU MUST LEARBRN”' 
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EMIGRANT 


um" SAVINGS BANK 


POW TORS 31 CRambers Seren | CPTORN. 115 Lentagiem Sreeme corer 42rd terest 


Foenearren peace oF MANY NOTABLE NEW YORE ronTUNcs 


Advice to fathers to pass onto 


their sons is given in this 


well gotten up advertising of one of New York's largest 
savings banks. 


man interest stories of the work 
being done by this trust com. 
pany in the way of aiding clients 
in making their estate plans and 
in carrying them out. Each story 
is well written and several of 
them are illustrated with small 
drawings. The incidents are al. 
lowed to do their own advertis. 
ing and no mention of the name 
of the bank is made save in the 
heading on the first page. 


IN addition to their individual 
advertising, sixty-seven banks in 
the metropolitan area of Boston 
are co-operating in an advertise: 
ment published in one of the 
Boston newspapers to keep the 
public informed of the dates on 
which they pay interest on de 
posits. The advertisement runs 
twice a month and each bank 
pays $1 for the insertion of its 
name. It is set up one column 
by seven inches and contains a 
boldface caption “Savings De- 
posits and Where to Make 
Them.” Below this is a sen 
tence “Money deposited in the 
following named Massachusetts 
institutions will draw _ interest 
from the date mentioned.” The 
list of banks, with their interest 
payment dates, follows. 


Tue Fitrust Corporation, affili- 
ated with the Fidelity Trust 
Company of New York, has de 
vised and copyrighted a com 
mon stock price chart which is 
being mailed monthly to cus 
tomers. The chart is in five 
sections, one listing twenty-five 
industrials; the second, ten lead- 
ing railroads; and the third, ten 
public utilities. Opposite each 
listing is shown the dividend 
rate and the current price. The 
unique feature is that a pet 
centage chart shows graphically 
the ratio of dividends to price 
and the ratio of earnings to 
price. The indicator is revise 
monthly. 


Tue Morris F. Fox & Co., of 
Milwaukee, Wis., politely says 
“I told you so” in a folder sent 
out to its regular mailing list in 
which it shows what has hap- 
pened to the investment sugges’ 
tions which it made last year. 
It reproduces a list published on 
April 18, 1929, under the head- 
ing “Bonds Are Cheap” and, 
above the black figures showing 
the 1929 prices, it has placed 
red ones, showing the prices 0 
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the same bonds as of March 25, 
1930. The average is more 
than two points higher and the 
individual issues, almost without 
exception, are higher. The same 
comparison is made with adver- 
tisements published June 25, 
1929 and September 24, 1929, 
and they are even more favor- 
able than the first. Finally, 
there is presented a list of sug- 
gestions for April, 1930, pur- 
chase. 


Tue Wisconsin Bankshares Cor- 
poration, Milwaukee, has issued 
a booklet containing the March 
27, 1930, statements of condi- 
tion of the First Wisconsin Na- 
tional Bank and the other Mil- 
waukee banks affiliated with the 
corporation, of which there are 
sixteen. 


Tue Boston Five Cents Savings 
Bank published an unusual ad- 
vertisement recently to warn de- 
positors of a stock swindle in 
which savings bank withdrawal 
slips were being used by fake 
stock salesmen who “high pres- 
sure” their prospects into sign- 
ing them. 

The copy consisted chiefly of 
a quotation from the Boston 
Herald and began with a cap- 
tion, “To Savings Bank Deposi- 
tors,” followed by the statement 
that on May 23 the Boston 
Herald had reported a great 
stock swindle, etc. It concluded 
with the following: 

“The salesman who urges 
withdrawing money from sav- 
ings banks, to invest in stocks 
he is selling, should be regarded 
with suspicion . . . . Leave your 
Money in the savings banks 
where it will be safe.” 


In order to acquaint the public 
with it and to create favorable 
acceptance for the Northwest 
Bancorporation in and around 
Minneapolis, that institution 
presented a series of thirty light 
operas over the local broadcast- 
ing station, WCCO. The broad- 
casts lasted throughout the en’ 
tire winter and were concluded 
tais spring with the presentation 
of “Show Boat.” 

The operas were produced 
Practically in full with a com- 
plete orchestra and thirty or 
forty singers, in addition to the 
leads. The entire program was 
devoted each time to the music 


and did not attempt to sell any 
merchandise, its aim being 
merely to familiarize the listen- 
ers with the Northwest Bancor- 
poration and inspire in them 
confidence in the banks affili- 
ated with this group. 

According to W. E. Brock- 
man, director of the Bancorpo- 
ration’s advertising and publicity, 
“the response has been very sat- 
isfactory and the comments 
which were received were very 
favorable and, I believe, we 
created a great deal of good 
will. We considered this series 
of programs a publicity venture 
that is not easily traceable in 
new business.” 


AN up-to-date advertising dis- 
play in the form of airplane 
models was exhibited by the 
Central Trust Company _ of 
Cambridge, Mass., recently. The 
bank set up what is called an 
airport inside the bank lobby 
and there placed on display 
scale models of various tynes of 
airplanes, gliders, a collapsed 
balloon of the Goodyear Tire & 
Rubber Company and a model 
of the zeppelin now being con- 
structed by the Goodyear Com- 
pany for the United States 
Navy. A section of the model 
amidships was removed to allow 
a view of the construction. A 
section of the framework used 
was also shown. 

The display was supplemented 
by photographic views of the 
various types of planes in flight 
and by cards giving informative 
data. 


“First in Service” is the title of 
an attractive booklet gotten out 
by the First National Trust & 
Savings Bank of Spokane, 
Wash., one of the Old National 
System. The cover is of a 
mottled gray and rose paper and 
the title of the booklet is con- 
tained in a shield printed in 
royal blue and tan. The book- 
let is small in size, six by three 
and one-fourth inches, of cream 
paper, with printing in black 
and tint blocks of a deep yellow. 

The first two pages contain 
introductory paragraphs and a 
small cut of the exterior of the 
bank, while later pages contain 
text and illustrations of its vari- 
ous departments. At the end 
are listed the complete services 
of the institution and its officers 


and directors. The last page is 
devoted to the Old National 
System, of which the bank is a 
member. 


WASHINGTON’S woes as an ex- 
ecutor are the subject of a news- 
paper advertisement published by 
the Old Colony Trust Company 
of Boston recently. “Consider 
Washington's dilemma,” it says. 
‘In a letter to John West, Jan- 
uary 13, 1775, George Wash- 
ington wrote: ‘What with my 
own business, my present ward's, 
my mother’s, which is wholly in 
my hands, Colonel Colville’s, 
Mrs. Savage's, Colonel Fairfax’s, 
and the little assistance I have 
undertaken to give in the man- 
agement of my brother's Au- 
gustine’s concerns (for I have 
absolutely refused to qualify as 
an executor) I have been kept 
constantly engaged in writing 
letters, settling accounts and ne- 
gotiating one piece of business 
or another, by which means I 
have really been deprived of 
every kind of enjoyment.’ . . .” 

The copy then goes on to ex- 
plain what a burden is placed 
upon an_ individual who is 
named as executor or trustee 
and why the Old Colony Trust 
Company can well take the in- 
dividual’s place. 


IN initiating a service charge on 
checking accounts, the Farmers 
Trust Company of Lancaster, 


Pa., published a booklet in 
which it outlined to its cus- 
tomers the reason for the neces- 
sity of such a charge and ana- 
lyzed an account to show the 
loss on the average account of 
that institution. The booklet 
contains ten pages of text, and 
is written in a tactful way which 
should avoid antagonizing the 
customer while it explains 
clearly to him the logic of the 
service charge. 


More than 2500 posters were 
submitted by school children on 
the subject of thrift and saving 
in the fifth annual poster con- 
test sponsored by the Savings 
Banks Association of Massachu- 
setts. Each year the association 
mails to the individual banks the 
necessary information concern’ 
ing the contest: for that year. 
These banks then get in touch 
with the local schools and give 
them the rules for the contest 
and later put on display the 
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posters made by the school chil- 
dren in that community. After 
the best from each school has 
been selected, the final exhibit 
is held in the Boston public 
library, where the prize winners 
are selected. 


To impress upon readers the 
event of its twenty-fifth anni- 
versary, the First National Bank 
and Trust Company of Freeport, 
N. Y., is running a series of 
newspaper advertisements pre- 
senting pictorially and in text 
happenings of a local character 
which took place twenty-five 
years ago. The advertisements 
apnear each Monday in the local 
newspaper and carry a human 
interest appeal in addition to il- 
lustrating the progress that has 
been made since 1905. 

The copy also contains refer- 
ence to the up-to-date banking 
service rendered by the First 
National. 


THE personal card of the presi- 
dent attached to a booklet sent 
out by the Atlantic National 
Bank gives a friendly tone to 


HIS Corner stone.. 


‘wu laid by Colian Verplench on June 28,°1797, le the then new Building of the 
Bane of Naw Yous ot Wall cod William Strocm. As thet time’ New York's 
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this piece of direct-mail adver- 
tising. The booklet is devoted 
to the Tremont street office and 
several photographs of this of- 
fice, with descriptive text, are 
contained in it. The copy is 
written in an informal vein 
which adds to the friendliness 
suggested by the card of the 
president. 


“Your Treasure Island” is the 
title of a folder published by the 
Cleveland Trust Company to ad- 
vertise the services of its safe 
deposit department. All of the 
various services of this depart- 
ment are mentioned and de- 
scribed and a return card is at- 
tached which requests either the 
reservation of a safe deposit box, 
or that a messenger call for furs, 
silver or rugs to be stored. 
A colorful cover in green and 
orange shows a tropical island 
with a heavy bound treasure 
chest half sunk in the ground. 
Printing is in black and orange 
on white coated stock. 


Two more in the series of book- 
lets being published by the Har- 


WITH OVER A 
CENTURY OF TRUST 
EXPERIENCE, serving 
generation after generation 
of New York's most distin. 
geished famibes, we feel con 
dent that our service will be 
of ineenmabie valve toany one 
comtemplanng a trust of what. 
ever character, 


BY THE 
UNIQUE CHARTER 
of this bank, le trustees are 
elected for life or “good 
behavior” with power to fil 
vyacencies on the Board as they 
occur. Thus # continuity of 
management ie guaranteed to 
the creators Of trust, gpnag 
comfortable amurance that 
their wither will be carefully 


OUR OFFICERS 
WILL BE GLAD 
any cime to discuss wich 
you your particeler prebe 


BANK of NEW YORK end TRUST COMPANY 
CAPITAL, SURPLUS AND UNDIVIDED PROFITS f20c00000 


48 Ware Srazet, New Youn 
Upson Offer: Madwon Avenue at 6)rd Street 


Prestige advertising reaches a high point in this excellent 


advertisement of a New York bank. 


This is one of a 


series in the same vein being run in metropolitan news- 
papers by this institution. 


vard Trust Company of Cam 
bridge on the lives of men who 
have been leaders in Cambridge 
industry have appeared. They 
contain sketches of the careers 
of George G. Page and Alvan 
Clark. These booklets, which 
are particularly well gotten up, 
have been described in these 
columns in previous months, 


NEWS 


THE increase in financial adver: 
tising which began in March 
and made further strides in 
April may be regarded as a 
fairly accurate barometer of the 
revival of business in general, 
according to Rudolph Guenther. 
Russell Law, Inc., nationwide 
financial advertising agency. 
During May the company re 
ported a continuously heavy vol- 
ume of business substantially in 
excess of any previous month 
in 1930. 


More than twenty-five financial 
institutions of Southern Cali 
fornia displayed their advertis- 
ing in Los Angeles during “Ad 
vertising Achievement Week” 
held May 26-31 under the aus: 
pices of the Los Angeles Adver: 
tising Club. The exhibit in 
cluded complete advertising cam 
paigns conducted during the last 
year by banks, trust companies, 
investment banking houses, and 
building and loan companies. 
Outstanding exhibits were se’ 
lected for display at the Spo- 
kane convention of Pacific Ad’ 
vertising Clubs Association in 
June. 


Wittiam A. A. CASTELLINI, 
public relations director of the 
Brotherhood of Railway Clerks 
National Bank, and account di 
rector of the Archer Advertis’ 
ing Company, has been re 
elected governor of the Adver 
tisers Club of Cincinnati. 


Lyman I. Coxuins, of the Mary’ 
land Trust Company, Baltimore, 
has joined the Plainfield Trust 
Company, Plainfield, N. J., and 
will handle publicity and new 
business for the latter institution. 
Mr. Collins was recently elected 
to the Board of Governors of 
the Baltimore Chapter, Ameri 
can Institute of Banking. He 
is also a member of the Finan 
cial Advertisers Association. 





15th ANNUAL CONVENTION 


FINANCIAL ADVERTISERS ASSOCIATION 
SEPTEMBER 17-20 


LOUISVILLE, KENTUCKY 


@ The 15th Annual Convention of the Financial 
Advertisers Association will be held this year 
at Louisville, Kentucky, September 17 to 20, at 
the Brown Hotel Leaders in bank, trust, 
and investment advertising and selling will fore- 
gather to discuss the most resultful ways to meet 
the challenge of the next decade. 





@ The problems of the metropolitan institution, 
those located in medium size centers and small 
cities, will be studied. The elemental problems 
as well as the latest developments will find expres- 

hree days of intensive study. 


@ A balanced, forward program. 





@ A demonstration of how financial houses are meet- 
ing their fast-moving, daily changing advertising 
and selling problems. 


@ And further, an opportunity to analyze your 
advertising against that exhibited by hundreds 
of financial houses An opportunity 
to check your work against others. 


YOU ARE INVITED TO ATTEND 


A BUSINESS CONFERENCE 
THREE DAYS -- RESULTFUL 


For further information address Preston E. Reed, Executive Secretary, 231 S. La Salle St., Chicago 





Can Women Sell Bonds? 


Unusual Career of Jean Wolf of the Union Cleveland Corpora- 
tion Shows That They Can Successfully Compete 
in This Field 


NE by one the Horatio Alger 
() heroes are turning into heroines. 

Witness Jean Wolf, of the 
Union Cleveland Corporation, Cleve- 
land, Ohio, whose life story reads like 
one of those old-time tales of fiction 
wherein hard work and ability have 
won for her a place among the 
prominent business women of Cleve- 
land. 


JEAN WOLF 


Of the Union Cleveland Corporation, 
Cleveland, Ohio. 


Born in the small town of Shamokin, 
Pa., in the days before girls entered 
athletics, Miss Wolf was called the 
“tomboy of the town” because she 
played baseball and basketball and was 
champion tennis player. She was the 
regular entry in the state tennis tourna- 
ments and generally brought home 
the prize. She played according to 
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men’s rules and there was not a boy 
in town who could beat her playing 
marbles, running or swimming, in 
fact, at anything that had to do with 
the out-doors. Her special hobby was 
horses. Her father had many beautiful 
horses and she inherited her love for 
them. 

Miss Wolf always had the selling 
instinct and when other youngsters 
were riding in their little red wagons 
for the fun of riding, Jean Wolf had 
started a little bakery business of her 
own, delivering the goods from her 
little wagon. This grew to such pro- 


portions that her father was forced to 
add a horse and wagon to help deliver 


the orders. Her father became in: 
valided, reverses came to the family 
and Jean shouldered the burden and 
carried on the bakery business, getting 
up at five o'clock each morning, hitch- 
ing the horse and delivering a supply 
of bread that came in every morning 
from Philadelphia. 

In addition to this work, Jean was 
graduated from the local high school 
and then decided to take a business 
course. She went to the Pennsylvania 
Business College at Lancaster, Pa. 
and in eight months completed a 
business course which ordinarily took 
twelve months. She then went to 
Philadelphia and a short time later 
went to Cleveland where she secured 
a position with the Standard Oil Com- 
pany as a saleswoman. Here again, 
Jean’s selling ability came to the front 
because she had to sell the manager 
the idea that a woman could sell gas, 
oil, greases and the many other prod: 
ucts of that company, just as well as 
a man, and the fact that she continued 
in that position for five years proved 
that she was right. 

It was while she was selling for the 








Standard Oil Company that she became 
acquainted with C. B. Lincoln, at that 
time vice-president of the Union Trust 
Company of Cleveland. Five years 
ago she sold Mr. Lincoln gasoline and 
during the conversation he found that 
in addition to her aggressive approach 
and pleasant personality, Jean knew 
not only her own business but had a 
very good knowledge of business con- 
ditions and current affairs in general, 
was well read and could talk intelli- 
gently on almost any subject. He was 
favorably impressed with her manner 
of selling herself and her merchandise 
and when a vacancy occurred in the 
bond store Miss Wolf was put in 
charge and again proved that she had 
_— ability by becoming manager 
or it. 

Miss Wolf has all the characteristics 
of a good bond salesman. She can 
barter, sell, buy and bargain with a 
clear, logical mind. She knows 
finances, business conditions and invest- 
ments. And she has patience. It is 
generally said of Miss Wolf that she 
takes as much time and patience with 


Should be in the 
foreign department 
of every bank do- 
ing an internation- 


al business. 


ALLIED WITH 


THE 
BANKERS 
MAGAZINE 


New York 





Price $10 


a customer who buys a $100 or $500 
bond as she does with one who has 
possibilities for a much larger sale and 
this has made her the confidante and 
counselor of women not so. well 
acquainted with business methods. 
However, her clientele is not all 
women because men admire her clear 
thinking and shrewd foresight and seek 
her advice before making investments. 

Miss Wolf's interests are not all in 
the business world. She is very much 
interested in athletics and taught tennis 
at the Y. W. C. A. for five years. 
She is very much interested in charity 
work and especially in helping young 
men and women in realizing their 
ambitions. Several years ago she learned 
of a young boy who had talent as a 
violinist but was unable to pay for 
lessons. Miss Wolf wrote the family 
and for four years has paid for that 
boy’s musical education. 

For years she was a member of the 
American Institute of Banking, studied 
several subjects in it and _ heartily 
recommends it to the young man and 
woman in the banking world. 
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Comptroller Pole on Regional 
Banking 


EGIONAL branch banking in 
Re United States would not 

bring about a concentration of 
money and power, but only a con- 
centration of management, John W. 
Pole, Comptroller of the Currency, 
told the District of Columbia Bankers 
Association at its annual convention in 
Asheville, N. C., last month. 

Under a regional branch banking 
plan, he said, “where the parent bank 
obtains its branches through the acqui- 
sition of going banks in various local 
communities, it is quite likely that the 
normal procedure would be an _inter- 
change of stock of the local bank for 
stock in the parent bank instead of 
a purchase for cash. The stockholders 
of the local community bank would 
become stockholders in the parent 


bank. This procedure applied over the 
entire trade area would lead not to a 
concentration of banking capital in the 
metropolitan city of the parent bank 
but, on the contrary, would result in a 


decentralization of the capital. The 
parent bank would be owned to a 
considerable extent by the general in- 
vesting public scattered over the entire 
trade area. The fact that the First 
National Bank of Blank has a paid-in 
capital of one billion dollars brings to 
the eye a symbol of a large aggrega- 
tion of wealth. It would be a mistake, 
however, to assume that the wealth is 
concentrated in a few hands. 

“IT see in the future adoption of 
regional banking only one type of 
concentration and that is concentra- 
tion of management. This should be 
disassociated from concentration of 
capital and concentration of power. 
In order -to serve the best interests of 
the public there must be sound, effi- 
cient and competent management. The 
management personnel would be stock- 
holders of the institution; the senior 
officers would also be members of the 
board of directors; but the real power 
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of domination and control of the in- 
stitution would lie in the hands of the 
stockholders who elect the board of 
directors. . . . There is no inconsistency 
between concentration of management 
in a banking corporation and a de 
centralization of control over it through 
having its stock held by many persons. 
The officers who execute the policies 
of such a bank may indeed be high 
salaried men but they are servants and 
not masters of the institution and their 
careers depend upon the quality of the 
services which they are able to 
sender... . 

“Banking is becoming impersonal 
because of its growing integration with 
the various technical: aspects of indi- 
vidual and corporate finance. The 
officers and employes in the trust de- 
partment must be. specialists in those 
very complex operations and must be 
chosen for their positions solely upon 
the basis of their qualifications for the 
work which must be done. . . . And 
so on throughout the bank operations 
we find banking becoming _institu- 
tionalized and incapable of being used 
for the personal aggrandizement of a 
single individual or a group of indi- 
viduals. 

“Consequently the concentration of 
management which regional branch 
banking would necessarily bring about 
should operate on the side of the public 
welfare rather than against it. 


TRADE AREAS 


“If Congress should see fit to use 
the trade area as its limit into which 
branch banking should be extended, 
and if the state legislatures should 
follow a similar plan, it seems to me 
that what they would naturally do 
would be to adopt certain genera 
principles, as was done with respect 
to the Federal Reserve Districts, setting 
up certain limitations and leaving the 
details to be worked out” by a com’ 
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mittee or commission. “It seems quite 
clear that on the outer edges of every 
trade area there would be overlapping 
with other trade areas. There would 
be cities in which the business is 
divided between more than one com- 
mercial center, in which places branch 
banking would be permitted from 
banks in each such commercial center. 
“No such trade area of course 
would completely embrace all of the 
trade of such a commercial center. 
Every city may do some trading with 
every part of the world. The trade 
area must be determined by the bulk 
of the flow of trade to and from such 
a commercial center within a radius, 
the extent of which will be determined 
by a similar flow of trade to and from 
an adjacent commercial center. No 
such trade area could be marked out 
with mathematical perfection and since 
trade areas are changing from time to 
time to meet developments in methods 
of transportation and communication 
they would have to possess a certain 
amount of flexibility in their bounda- 
ries and be subject to change from 
time to time. The same _ situation 
exists now with respect to the Federal 
Reserve Districts. The Federal Re- 
serve Board has authority to make 
adjustments in the district lines. 
The Federal Reserve Districts were 
laid out upon the trade area theory 
in its application to the Federal Re- 
serve Act and these districts may in 
some respects prove adaptable to a 
branch banking trade area formula, 
bearing in mind the questions of over- 
lapping and flexibility which I have 
mentioned above.” 


LOUISVILLE TRUST TO FINANCE 
AUTOMOBILE BUYING 


PLAN for automobile financing 
has been adopted by the Louis- 


ville Trust Company, Louisville, 


Ky., whereby the purchaser of a new 
car may borrow from the bank two- 
thirds of its purchase price on a straight 
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8 per cent. per annum basis, the loans 
to be from twelve to eighteen months’ 
duration. 

Under the plan, the Louisville Trust 
Company finances payments for the 
consumer with payments made to itself, 
with no indorsements, the dealer who 
sells the car not having to indorse the 
notes or become a party to them. Pay- 
ments will be arranged to cover fire 
and theft insurance and compulsory lia- 
bility and collision insurance in addi- 
tion, if desired, but it is not com- 
pulsory for the car owner to place his 
insurance through the trust company’s 
insurance department nor through the 
Louisville Fire & Marine Insurance Co., 
which it owns. If he places it out- 
side, however, it is necessary for the 
owner to indorse the policies and place 
them in the hands of the trust company 
until his notes are paid. 

The financing will be restricted to 
residents of Louisville and Jefferson 
County and, of course, to persons of 
good credit standing. In restricting 
locality, the bank can be certain of 
good credit information. The loans 
will be handled by the contract de- 
partment, a division of the industrial 
loan department. 

The buyer will make his own deal 
with the automobile dealer, buying 
whatever car he chooses. He must fur- 
nish one-third of the purchase price 
and the trust company will provide the 
other two-thirds, becoming chattel mort- 
gage holder on the car. Discount will 
be added to the face of the note, not 
deducted. No health or death insur- 
ance will figure in the trading. 

The plan relieves the dealers of re- 
course, something that most financing 
plans do not cover, but under it few 
repossessions are expected, since only 
persons of good credit standing will be 
granted loans. New cars only will be 
financed and thus the trust company 
avoids any great risks. 

The Louisville Trust Company is 
one of the banks in the BancoKentucky 
chain, but is the only one in which this 
financing plan is being carried out. 





Effect of Market Decline on Invest 
ment Trusts 


big test of investment trusts, the 

stock market decline of last 
autumn, demonstrated that investment 
companies can show better returns 
than the average investor is likely to 
obtain is discussed by Dr. R. S. 
Tucker, an economist, in the American 
Founders Bulletin for April, says The 
Index of the New York Trust Com- 
pany in an article on investment com- 
panies. 

Dr. Tucker estimates “that of the 
forty-five investment companies in ex- 
istence on December 31, 1928, for 
which figures are available in sufficient 
detail to show whether money was 
made or lost by them during 1929, 
fifteen made net profits varying from 
1 per cent. to 37Y% per cent. The 
others incurred losses from one-tenth 
of 1 per cent. to 50 per cent.; and the 
average loss of all of them was between 
3 and 4 per cent. This compares well 
with a more extensive analysis made 
by Grover O'Neill & Company. One 
hundred sixteen companies analyzed 
by them show a net income of 7.2 per 
cent. while the depreciation of the 
portfolio amounted to 9.7 per cent. for 
the eighty-two companies which pub- 
lished figures on this item. 

“On the assumption that most indi- 
vidual investors lost heavily in last 
year’s market, Dr. Tucker suggests the 
supposition that an individual investor 
had placed an equal sum in each of 
the ten most popular stocks of 1929 
at the beginning of the year and held 
them to the end of it. Calculation 
shows that such an investor would 
have lost 26.74 per cent. of his capital. 

“Another computation has been made 
by the firm of G. M.-P. Murphy & 
Co., who have investigated fifteen in- 
vestment companies which had _pub- 
lished the necessary data and appeared 
to offer a fair cross-section. The de- 
cline in net assets of these companies 
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"Te question of whether the first 


during the period examined and ending 
on December 31, 1929, amounted to 
an average of 85.6 per cent. of the 
decline suffered by the ninety repre- 
sentative industrial, utility and rail 
shares which compose the stock index 
of the Standard Statistics Company. 

“To what extent, however, such 
calculations prove the superiority of 
investment companies as compared with 
the results obtainable by an individual 
investor, appears still to be open to 
question. While the above reviews 
show that the average investor would 
do better to buy the securities of a 
good investment company than to try 
his own luck in the stock market, 
there remains open to him the further 
possibility of purchasing bonds; and 
adherents of this old-fashioned policy 
did not die out in 1929. An average 
of sixty-six bonds, as computed by The 
Index up to the end of last year, shows 
a depreciation of 1.04 per cent. during 
the course of 1929, so that the interest 
received on these bonds would have 
yielded a clear net profit. 

“Of course, it would be arbitrary 
to select a trying year such as 1929, 
to compare the results of investment 
companies with such a bond index. 
The same index followed back to the 


‘beginning of international stabilization 


in 1924 
changes: 


Year 
1924 
1925 
1926 
1927 
1928 
1929 


shows the following price 


Per cent. 


1924-29 


“The average annual net earnings 


of the best investment companies, 
operating through the entire peri 

of 1924-29 or the largest part thereof, 
are higher ‘than the annual income an 
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appreciation obtainable from a list of 
high-grade bonds such as those form- 
ing the basis of the above index. On 
the other hand, the period of con- 
tinuous rise of share prices ended last 
year is not likely to be duplicated. 
Further experience therefore appears 
desirable before arriving at generaliz- 
ing reflections regarding the future. 
One conclusion which can be drawn 
from the facts available at this time, 
is that management is of paramount 
importance.” 


GROUP BANKING IN NEW 
ENGLAND 


Pro’s and con’s of group, chain and branch 
banking were discussed by prominent 
banking authorities at the nineteenth quar- 
terly meeting of the New England Council, 
held at Poland Spring, Me., last month. 
Speakers included Edmund Platt, vice- 
governor Federal Reserve Board, Washing- 
ton, D. C.; Gardner B. Perry, vice-president 
Northwest Bancorporation, Minneapolis; 
and Harold P. Janisch, vice-president Na- 
tional Shawmut Bank of Boston. 

According to Federal authorities, there 
are now ten groups of associated banks in 
New England, operating in every state ex- 
cept New Hampshire and Vermont. The 
controlling interests of these systems and 
the number of member banks are listed as 
follows: 

Maine: Financial Institutions, Augusta, 
thirteen banks; Eastern Trust and Banking 
Company, Bangor, three banks; 

Massachusetts: First National-Old Colony 
Corporation, Boston, twenty-one banks; 
Federal National Bank (through Federal 
National Investment Trust), Boston, eight 
anks; National Shawmut Bank (through 
Shawmut Association), Boston, six banks; 
Worcester County National, Worcester, six 
banks; 1. C. Makepeace and family, Ware- 
ham, five banks; Western Massachusetts 


Banking Associates, Greenfield, three banks; 

Rhode Island: Industrial Trust Company, 
Providence, three banks; 

Connecticut: Hartford Trust 
Hartford, seven banks. 

State-wide branch banking is permitted 
by law in Rhode Island and Vermont. 
Branches are . permitted in Maine and 
Massachusetts but they are restricted as to 
location. Branch banking is prohibited by 
law in Connecticut. 

Branch banking systems, as distinguished 
from group or chain systems, are listed as 
operating in every state except Connecticut, 
as follows: Maine, 24 banks with 63 
branches; Massachusetts, 88 .banks with 
161 branches; Rhode Island, 11 banks with 
35 branches; Vermont, 7 banks with 10 
branches; New Hampshire, 1 bank with 1 
branch. 

The Council also made public figures as 
to bank failures in New England and in 
other parts of the United States. This 
showed that in the West and South, where 
group banking has developed to a greater 
extent than in New England, the number 
of bank failures has been many times the 
number occurring in the East and New 
England. The comparative record for the 
years 1921-1929 is as follows: 


Company, 


State and 
Private National 


New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 


Total New England .. 13 


Eastern States 41 
Southern States 1,170 
Middle Western States.. 1,241 
Western States 1,372 
Pacific States 180 

1 


Total United States... 4,218 





Farran Zerbe, curator of the Chase National Bank's collection of moneys of the 
world, examining several new specimens of money. 


No Easy Money in Chase Collection 


HERE is one thing I can’t show 
you. I must admit we don’t have 


any easy money,” says Farran 
Zerbe, curator of the collection of 
moneys of the world which is owned 
by the Chase National Bank of New 
York. With this one exception, how- 
ever, the slogan of this famous collec- 
tion of 40,000 coins, which was owned 
by Mr. Zerbe before it was acquired 
by the bank, has always been “Try: to 
ask us for a kind of money we don’t 
have.” 

Mr. Zerbe has spent forty years 
gathering together the specimens of 
money which comprise the collection, 
which includes Chinese dress money, 
Indian wampum, Siberian salt money, 
etc., and with each specimen there is 
a story. 

Perhaps the most interesting of them 
all is the tale of how the collection 
began. 
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As a newsboy in Tyrone, Pa., Mr. 
Zerbe was counting his money at the 
end of the day when he discovered 
in his possession a queer looking dime 
which bore on its face the words “50 
cent.” This, to the boy, meant half a 
dollar, and, when he made out his 
deposit slip at the bank the following 
day, he listed it as such. The bank 
teller, who knew him, told him he was 
fifty cents short and explained that 
the “dime” was a French coin and 
that the “SO cent.” was an abbrevia- 
tion for “fifty centimes.” 

The fact that other countries coined 
money was a new idea to Farran 
Zerbe, and he began to read, study and 
ask questions. He corresponded with = 
scholars and collectors and gradually 4 
began to collect examples of these 
various types of money. The 50 
centime pitce which began his life 
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work still remains as a prominent part 
of his exhibit. 

The moneys have been collected by 
Mr. Zerbe in a number of ways. Some 
of them have been acquired at auction, 
among them the famous thirty-one 
pound Swedish eight daler, which is 
the largest coin in the exhibit. It was 
bought at an Amsterdam auction by 
an agent for Mr. Zerbe. Another 
famous piece of money, the Cherokee 
Indian note, was listed in a catalog 
but before Mr. Zerbe could acquire 
it, it had changed hands. For fifteen 
years he kept track of this note as it 
traveled from owner to owner,’ until 
he was finally able to get possession of 
it and add it to his collection. 

Another fruitful source of treasures 
in former years was returned mission- 
aries, who were accustomed to bring 
with them native articles of interest. 
Often the local banker would be pre- 
sented with a piece of native money 
and from him Mr. Zerbe would be able 
to get a new addition to his exhibit. 

According to Mr. Zerbe, many of 
these odd forms of exchange are still 
in use in various parts of the world. 
In Petersburg, Va., for instance, the 
making of licorice-tobacco sticks for 
trade with the South Sea Islands has 
been a thriving industry. These are 
used by the natives as money and the 
“captain of finance” of any island is 
he who can string about his body the 
largest number of these sticks, which, 
to maintain his position, he will some- 


times deprive himself of tasting for 
weeks, 


New York City 


WINS LAW DEGREE 


PauL WEINER, of the trust department 
of the Foreman-State Trust And Savings 
Bank, Chicago, has received the degree of 
Master of Laws from Loyola University. 
His thesis was on the subject, “Illinois 
Law of Trust Investments.” Mr. Weiner 
received the degree of Bachelor of Laws 
from the John Marshall Law School and 
has been with the Foreman-State organiza- 
tion since July, 1926. Previous to that 
time he was on the staff of the Los 
Angeles Tites. 


PARK ROW DIRECTOR 


CuHarLes A. SMYLIE, secretary and treas- 
urer of the National Licorice Company, 
Brooklyn, N. Y., has been elected a director 
of the Park Row Trust Company, New York. 
Mr. Smylie has been with the company, of 
which his father was the first president, since 
1914, with the exception of the period of 
the war. Prior to: that he was part owner 
in the Dunlop Wire Wheel Company, a 
branch of the English concern, which was 
taken over by the British government at the 
outbreak of the war. 


TRAINING THE OFFICE 
WORKER 


THE Polcyholders Service Bureau of the 
Metropolitan Life Insurance Company has 
published a booklet called Training Plans 
for Office Employes, which is the third 
of a series of reports devoted to the subject 
of training and educating various types of 
personnel in business and industry. The 
last of the series brings together successful 
programs of instruction which are being 
undertaken by several large commercial and 
industrial organizations, and is divided into 
four sections: (1) Training on the job; 
(2) education through printed instructions; 
(3) training in company schools or classes; 
(4) courses offered by outside organiza- 
tions. Copies of all booklets may be 
secured from the sbureau, at 1 Madison 
avenue. New York City. 


135 





ca 
é 
N 
< 
: 
Ww 
ca 
ea 
4 
Z 
< 
ea) 
ea 
a 
= 


New east mid-town office of the National City Bank of New York, opened in May 
in the new Daily News Building, 220 East 42nd street, New York 
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What They Say 


BRANCH BANKING NOT TO BE 
FEARED 


“Branch banking where permitted by 
law, and group banking in part as a 
substitute where branch banking is not 
permitted, and a combination of these 
developments sometimes working hand 
in hand, are gradually but assuredly 
taking hold alongside of the old unit 
system. . , 

“It is not a movement to be feared. 
Banking is not a business which can be 
monopolized. The idea that local money 
or capital will be drawn away from the 
small towns to the large cities and that 
local needs will go uncared for is un- 
warranted. It is not at all likely that 
money will be drawn irom a higher to 
a lower market, and since money is 
usually cheaper in large centers than in 
the outlying districts closer relations 
between the two are most likely to re- 
sult."—Charles E. Mitchell, chairman 
of the board, National City Bank of 
New York. 


KEEP YOUR POWDER DRY! 


“There is an old saying, ‘Place your 
trust in the Lord, but keep your powder 
dry.” Place your trust in the Lord and 
the Federal Reserve System, but steer 
clear of frozen assets."—J. W. Evans, 
president of the Hillsboro Bank and 
Savings Co., Hillsboro, Ohio. 


KEEPING MONEY AT WORK 


“When commodity prices go down, 
the value of the dollar goes up. In 
other words, if a bond bought in 1925 
is paid off today, the money which the 
investor receives will purchase more 
merchandise—more commodities—than 
it would have bought at the time of 
purchase. The same holds true, of 
course, for the fixed income which the 
investor receives from bonds. Declin- 
ing commodity prices also have the ef- 
fect of keeping inventories down. So 


long as the price trend is downward, 
manufacturers and merchants are in- 
clined to keep their stocks of raw ma- 
terials or merchandise low. They pre- 
fer not to buy today what they believe 
they can buy for less a month from 
now. This, of course, reduces the sum 
total of the money needed to carry on 
the business of the country, and at the 
same time adds to the sum total of the 
money which is available for some form 
of investment. The greater the supply 
of money in the country, the greater is 
the demand for some way of keeping 
it profitably employed—all of which 
means increased demand for bonds.”— 
Quarterly review of Halsey, Stuart & 
Co., Chicago. 


ADVANTAGES OF GROUP 
BANKING 


“Our form of group banking keeps 
alive the individuality of the bank to 
its own customers. The board of di- 
rectors and officers of each bank are 
local men, who have full control of the 
bank and absouutely pass on the loans 
of the bank. 

“The holding companies are owned 
and controlled proportionately by the 
original stockholders of the constituent 
banks and the policies promulgated by 
representative directors picked from the 
entire territory. The holding company 
supervises the component banks and 
supplies them with expert advice on 
various phases of banking service that 
they are demanding. 

“The Northwest groups own about 
98 per cent. of their affiliated banks, 
leaving about 2 per cent. for directors’ 
qualifying shares. We have given the 
shareholders a far better market for 
their stock than they formerly enjoyed, 
and we have diversified their invest- 
ment over a broad territory and into 
broader lines of endeavor. 

“A local crop failure, formerly a big 
disaster to some, now becomes a small 
sore spot to the body at large. Thus 
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Kings County Trust Company 


City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $6,000,000 Undivided Profits $410,000 


JULIAN P. FAIRCHILD, President 


WILLIAM J. WASON, JR.. Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ALBERT E. ECKERSON Auditor 


ACCOUNTS INVITED 


again we see the advantage of grouping 
and all pulling together for a common 
purpose.”"—Gardner B. Perry,  vice- 
president Northwest Bancorporation, 
Minneapolis. 


EQUAL RIGHTS 


“I can see no reason why national 
banks and state banks which are mem- 
bers of the Federal Reserve System 
should not be allowed the same privi- 
leges with relation to branch banking 
that are allowed to state banks in the 
states where branch banking is permitted. 
It is obvious that the recent rapid develop- 
ment of branch banking such as in the 
Carolinas has been chiefly due to eco- 
nomic causes. Many small banks have 
failed within the last five years, and 
the people have turned to branch bank- 
ing as a remedy. Why try to restrain 
such a natural and necessary movement 
by law?”—Edmund Platt, vice-governor 
Federal Reserve Board, Washington, 
D. C 


COUNTRY BANKER TOO 
RESPONSIVE 


“Frankly, it would seem clear that 
the small unit banks for outlying and 
rural districts have as a system outrun 
their exclusive position of popularity. 
Such banks must be operated cheaply 
but manifestly cannot be operated as 
cheaply and at the same time as safely 
as a system of them which is supervised 
by experienced and capable bankers. 
Age, experience, training, a wider view 
and contact with larger affairs, are of 
value in supervision, but of less impor- 
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INTEREST ALLOWED ON 


ALBERT I. TABOR, Secretary 
ALFRED W- ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 


DEPOSITS 
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tance in the routing of a small bank. 
It has always been claimed for the 
locally owned unit stitution that it 
was more responsive to the wants of 
the community than a branch of a 
larger institution, with headquarters 
elsewhere, would be. Doubtless, there 
is something in the argument, but it 
works both ways. The more important 
of all considerations in valuing the 
services of a bank to a community is 
that it shall care for the funds entrusted 
to its custody in such manner that they 
shall always be safe and ready for re- 
turn to the depositors on demand. 
There is such a thing as a banker be- 
ing too responsive to local applications 
and too much under the influence of 
local and personal appeals. The fact 
that a local banker is under greater 
pressure from local borrowers than a 
branch manager, supervised by an out’ 
side authority, may cause the interests 
of depositors to be imperiled for the 
accommodation of borrowers; indeed, 
the record of failures proves this to be 
frequently the case. Every period of 
boom times has had many bank failures 
in its wake, because the local bankers 
were under the same influences and af- 
fected by the same psychology as their 
customers.”—Charles E. Mitchell, chair 
man, the National City Bank of New 
York. 


MORE STUDY; LESS CARPING 


“This rushing for the cyclone cellar 
every time a pocket of wind hits busi 
ness is unworthy the intelligence of the 
American business man. Business is 
what we make it, and a little more 
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study of conditions as they are, and a 
little less carping at our neighbors, our 
courts, and our Government,’ will: help 
to bring about a smoother voyage for 
the ships of commerce, and finance, and 
labor, and for the ship of state, which 
must not founder, for, should it founder 
we are all back to 1776."—Franklyn 
Hobbs, director of research, Central 


Trust Company of Illinois, Chicago. 


ADVISORY BOARD FORMED 


FoRMATION of an advisory board for the 
Terminal branch of the International Trust 
Company of New York has been an- 
nounced. The board is made up of Al- 
merindo Portfolio; James Bell, vice-president 
Gibbs & Hill; William H. Egan, general 
station master Pennsylvania Railroad; 
Daniel Fraad of Allied Cleaning Contrac- 
tors; Morgan T. Kennedy, of Kennedy, 
Kronenberg & Lewis, Inc.; Moses J. Moss, 
president American Shrinkers Corp.; and 
James Rubens, manager the Equitable Life 
Assurance Society. 


IRVING OFFICER RESIGNS 


Water H. BENNETT, formerly first vice- 
president of the American Exchange Na- 
tional Bank of New York and a vice-chair- 
man of the board of directors of Irving Trust 
Company since the consolidation of the two 
institutions, has resigned as vice-chairman 
and director of the Irving Trust Company 
and as an officer and director of the Ameri- 
can Exchange Securities Corporation. 


SHAWMUT ELECTIONS 
NaTHAN D. McCvure and Frank B. Wales 


have been elected vice-president and assistant 
treasurer, respectively, of the Shawmut Cor- 
poration of Boston, and will be located in 
its Chicago office. 


WORCESTER BANK MERGER 


THE Worcester Bank and Trust Company 
and the Worcester County National Bank, 
with the group of banks controlled by the 
latter, will become affiliated under a common 
ownership and management if stockholders 
approve plans made by the directors of the 
two institutions. The merger would give 
combined resources of $83,206,548 and de- 
Posits of nearly $'70,000,000. 

Under the plan the trust company will 
urchase the stock of the Worcester bank 
y an exchange of shares on the basis of 
2 1-3 shares of $20 par value and $5 in 


The South Carolina 


National Bank 


Charleston, S. C. 
Greenville,S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,500,000.00 
Surplus 1,200,000.00 
Resources 30,000,000.00 


cash for each share of Worcester County 
National stock of $50 par. 

The purchase will carry with it ownership 
of the Second National Bank of Barre, Clin- 
ton Trust Company, North Brookfield Na- 
tional Bank, Spencer National Bank and the 
First National Bank of Webster. The Wor- 
cester County National has already merged 
with the Fitchburg Bank and Trust Com- 
pany, which is conducted as its Fitchburg 
branch. 

The Worcester Bank and Trust Company 
will increase its paid-in capital stock from 


$2,000,000 to $3,800,000. The ~ further 


calls for the splitting up of the shares of the 
bank on the basis of five new shares of $20 
par value for each one old share of $100 
par value. 

John E. White, president of the Worces- 
ter Bank and Trust Company, will be the 
executive head of the affiliated banks. 

Walter Tufts, president of the Worcester 
County National Bank, will be president of 
both banks. 


ELECTED VICE-PRESIDENT 


C. J. BERTHAU has been elected vice-president 

of the Fidelity Trust Company of New York, 

which will shortly change its name to the 

—— Midland Trust Company of New 
OrkK. 


EVEN EXCHANGE 


Health: 
money?” 

Wealth: 
a rich man.” 

Health: “How did you do it?” 

Wealth: “He had the money and I had 
the experience.” 

Health: “And was it a successful business 
for you?” 

Wealth: “Immensely so. When we dis- 
solved a year liter, I had the money and he 
had the experience.” 


“How did you make all of your 


“I formed a partnership with 
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The “Bank for Little Folks” in the New Jamaica Plain branch office of the Boston Five 
Cents Savings Bank. 


Five Cents Savings Bank Takes 
Nickels 


Boston Institution True to Its Name in Its Bank for Little Folks 
at New Jamaica Plain Branch 


ICKELS may be deposited with 
N as much courtesy as dollars or 

hundreds of dollars in the re- 
cently opened Jamaica Plain branch of 
the Boston Five Cents Savings Bank, 
where a special “Bank for Little Folks” 
has been installed for just such busi- 
ness. In it any child of any age, as 
long as he can write his own name, 
may become a depositor. Any amount 
from a nickel up will be accepted. 

A miniature bank has been arranged 
inside of the bank building to take care 
of this youthful business. A_ small 
foyer is separated from the main bank- 
ing room by eight miniature Roman 
arches and their accompanying columns. 
Here is a counter twelve feet long and 
thirty inches high, which differs from 
a regulation bank counter only in size. 
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It is equipped with grilles, tellers’ cages, 
etc., and furnished with the usual 
equipment necessary to do a banking 
business—form racks, time stamps, 
change machine, money drawers, etc. 
Three clerks can be seated behind the 
counter and work comfortably, dis- 
patching “business as usual.” 

In the foyer are advertisements and 
decorations similar to those used in 
banking rooms for grownups, save that 
they are especially prepared to appeal 
to youth. Among the decorations are 
an equestrian statue of Paul Revere, 
with whom children of Boston are par- 
ticularly familiar, and the flags of the 
United States and Massachusetts. 

That children are being attracted to 
the “Bank for Little Folks” in large 
numbers is shown by the fact that, of 
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901 accounts opened in the branch dur- 
ing the first seven days of business, 450 
were those of children. They look over 
the counter and speak to the teller be- 
hind the window themselves, instead 
of allowing their parents or grown-up 
friends to do the talking, and they 
transact their business with a lack of 
difidence which indicates that they are 
perfectly at home, and as if the bank 
was made for them. 

Thomas B. Jameson, assistant treas- 
urer, who is in charge of the new 
branch office, conceived the idea for 
the children’s department and it was 
developed according to’ his ideas. 

“Our plan here,” he says, “is to 
teach children the value of saving and 
to introduce them to the activity of a 
bank like their parents use. Of course, 
we expect to advise with the children’s 
parents where large sums are involved.” 


COMING BANKERS’ 
CONVENTIONS 


AMERICAN BANKERS ASSOCIATION, Cleve- 
land, September 29-October 2. Executive man- 
ager, Fred N. Shepherd, 110 East 42nd 
street, New York City. 


ARIZONA BANKERS ASSOCIATION, Tucson, 
November 7-8. Secretary, Morris Goldwa- 
ter, Prescott. 


DELAWARE BANKERS ASSOCIATION, Reho- 
both, September 4. Secretary, Warren K. 
Ayres, Wilmington Trust Company, Wil- 
mington. 


FINANCIAL ADVERTISERS 
Louisville, Ky., September 17-20. Head- 
quarters, Brown Hotel. Secretarv. Preston 
Reed, 231 South LaSalle street, Chicago. 


ASSOCIATION, 


FourTH SOUTHERN TRUST CONFERENCE, 
Charleston, S. C., spring of 1931. Under 
the auspices of the Trust Company Division, 
American Bankers Association. 


INDIANA BANKERS ASSOCIATION, Fort 
Wayne, September 10-11. Secretary, Forba 
McDaniel, 310 Odd Fellows Building, In- 


dianapolis. 


INVESTMENT BANKERS ASSOCIATION, New 
Orleans, October. Headquarters, Roosevelt 
Hotel. Secretary, Alden H. Little, 105 South 
La Salle street, Chicago. 


KENTUCKY BANKERS ASSOCIATION, Louis- 
ville, September. Secretary, Harry G. Smith, 
705 Marion E. Taylor Building, Louisville. 


MAINE AND MASSACHUSETTS SAVINGS 
BANKs ASSOCIATIONS, joint meeting, Swamp- 
scott, Mass., September 18-20. 


MonTANA BANKERS ASSOCIATION, Great 
Falls, July 17-20. Secretary, A. T. Hibbard, 
Helena. 


Morris PLAN BANKERS’ ASSOCIATION, 
Poland Springs, Me., September 15-17. Ex- 
ecutive vice-president, R. W. Pitman, St. 
Louis, Mo. 


NATIONAL SAFE Deposit CONVENTION, 
Chicago, spring of 1931. 


NortH Daxota BANKERS ASSOCIATION, 
Bismarck, July 8-9. Secretary, ‘W. 
Macfadden, 54 Broadway, Fargo. 


Paciric Coast AND Rocky MOUNTAIN 
States Trust CONFERENCE, Seattle, Wash., 
August 6-8. 


Savincs BaNKs ASSOCIATION OF THE 
STATE OF New York, Quebec, September 
24-26. Headquarters, Chateau Frontenac. 
A boat trip up the Saguenay River will fol- 
low the convention. 


SixtH Mip-ConTINENT TRUST CONFER- 
ENCE, Indianapolis, fall of 1930. Under the 
auspices of the Trust Company Division, 
American Bankers Association. 


Wyominc BANKERS ASSOCIATION, Casper, 
August 29-30. Secretary, Harry B. Hender- 
son, Cheyenne. 


NEW RATES 


The following charges were suggested by 
one of our bank clerks as just and reason- 
able for any bank. 


1. Entering Bank: 
By front door 
By side door 
Calling by telephone: 
For first call each day 
For each call thereafter 
Asking for balance 
Arguing over amount of balance: 
In civil manner 
In quarrelsome manner: 
For first 
For each after first 
Spitting on floor: 
Plain 


Speaking to officers: 

To chairman of board 
vice-chairman of board 
president 
vice-president 
treasurer or secretary 
any assistant treasurer 


or secretary No charge 
7. Keeping officers from golf game 
Hanging 
—The Teller of the Union Trust Company 
of Cleveland. 





Gleaned from the Month’s News 


FTER months of conference and 
negotiation, the American Bank- 
ers Association and the commit- 

tee of the Association of States on Bank 
Taxation have agreed upon an amend- 
ment to the Federal statute dealing with 
the state or local taxation of national 
banks which “maintains the integrity of 
the protective principles of the section 
and is satisfactory to the committee of 
tax commissioners.” This amendment 
has been presented to the House Com- 
mittee on Banking and Currency and 
to the House of Representatives. In the 
proposed amendment the existing provi- 
sion permitting taxation of bank shares 
no higher than the rate upon competing 
moneyed capital has been modified by a 
provision under which the rate shall not 
be greater than (1) the rate upon the 
shares of other financial corporations, 
(2) nor upon the net assets of individ- 


uals, partnerships or associations em- 
ployed in the banking, loan or invest- 
ment business, (3) nor higher than the 
rate assessed upon mercantile, manufac- 
turing and business corporations having 
their actual principal place of business 


within the state. An alternative per- 
missible method of taxing bank shares 
has been provided whereby a state, in- 
stead of placing an ad valorem tax on 
bank shares, may add together the total 
dividends paid during the preceding 
year and the amount by which capital, 
surplus and undivided profits increased 
during the year, less the additions paid 
in by stockholders, and divide such 
total by the number of shares outstand- 
ing at the end of the year. 


* * * 


THROUGH the Exchange National Bank 
and Exchange Trust Company, the Ex- 
change National Company of Tulsa, 
Okla., has for the last year been operat- 
ing a plan whereby bonds may be pur- 
chased on the instalment plan. Accord- 
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ing to Dan Roods, vice-president of the 
company, the customer pays 10 per cent. 
down and the remainder in, say, ten 
monthly instalments. The company owns 
the bonds itself and since only the best 
bonds are handled the 10 per cent. mar- 
gin usually takes care of any fluctua- 
tions. Bonds in denominations of $100 
and $500 are sold for the small investor. 
Approximately five hundred were pur- 
chased during the first year of the plan’s 
operation. 
* * * 


SincE the closing of the only bank in 
Homestead, Fla., last month, that town 
has been served with banking facilities 
on wheels. An armored truck, equipped 
with teller’s cage and windows started 
bi-weekly trips from the City National 
Bank of Miami to Homestead on June 
23 and will be used during an experi- 
mental period of sixty days. 


* * * 


THE National Association of Mutual 
Savings Banks is in favor of the consoli- 
dation of railroads into a limited num- 
ber of “strong, well balanced systems,” 
it has notified the Interstate Commerce 
Commission. Mutual savings banks have 
an investment of more than $1,600,000,- 
000 in the obligations of American rail- 
roads, and these securities are owned, 
indirectly, by more than 12,000,000 de- 


positors. 
* * * 


UnTiL recently, when a national bank 
had once acquired trust powers, there 
was no way to get rid of them, but 
President Hoover has now signed a bill 
amending the Federal Reserve Act in 
which national banks are authorized to 
surrender the right to exercise trust pow’ 
ers, and thus relieve themselves of the 
necessity of complying with the laws 
governing banks which exercise such 
powers. 





Personal Loan Department Two 


Years Old; Has Aided 134,294 


The National City Bank of New 

York attained its second anniver- 
sary on May 3 with a record of 
having, in that time, aided a total of 
134,294 families, temporarily in need 
of financial assistance. To~these fami- 
lies, a total of $46,797,196 was lent. 

The rapid and steady growth of. the 
department is indicated by comparative 
figures of business done during the 
first two years. 

In the first year, 49,212 loans were 
made for a total of $15,828,890, while 
in the second year 85,082 loans were 
made for a total of $30,968,306—prac- 
tically twice the amount in number 
and dollars that were made in the first 
year. 

These figures indicate clearly the 


[os personal loan department of 


enthusiastic response with which the 
public has received the bank’s personal 
loan plan which provides for the lend- 
ing of sums from $50 to $1000 at 6 
per cent. discount without any service 


charge. Nearly all these loans were 
“character loans” made on notes, signed 
by the borrower and two co-makers. 

The financial crash brought very 
little increase in the number of applica- 
tions for loans, and after careful in- 
vestigation, 81 per cent. of all applica- 
tions made during the last year were 
approved, 

As in the first year, the number of 
cases in which it was necessary to 
instigate legal action in order to make 
collections has been small. During the 
second year 244 persons died before 
they had completely repaid their loans, 
but through the bank’s life insurance 
plan, the dependents of such persons 
were not made destitute by the. death, 


. the debt was automatically wiped 
off, 


From the May, 1930, issue of Number 


Eight, publication of the National City 
organization. 


Once more the records show that 
the principal purpose for borrowing 
was to defray the expense of illness. 
This cause accounted for about 30 
per cent. of the loans. 

Payment of debts came next with 
15 per cent. In cases where persons 
had accumulated a number of debts, 
all pressing ones, they were able, under 
the plan, to pay off all creditors in 
cash and then pay back the total 
amount to the bank in small periodic 
deposits. 

About 14 per cent. borrowed in 
order to purchase home equipment, 
while 11 per cent. needed money to 
meet business emergencies. Other 
reasons given for making loans were: 
payments on own home, necessary 
clothing, education, taxes, insurance 
premiums, to help relatives and death 
in the family. 

In the great majority of cases, de- 
posits were kept up with strict regu- 
larity. Each deposit is made by the 
borrower in a compound interest ‘ac- 
count weekly or monthly so that‘ at 
the end of the year the money is at 
hand to pay off the note. On these 
deposits the bank pays interest at 3 
per cent. per annum, compounded 
monthly, and the borrower has the ad- 
ditional advantage of having, during 
the year, built up a systematic saving 
habit which then can easily be con- 
tinued and which in many cases is re- 
sulting in the acquisition of a substan- 
tial savings account by persons, who, 
two years ago, were deeply in debt. 


—— 2. ee  —- 


Credit Manager: When you presented 
Catchum and Skinnum’s account to me for 
credit, you said these partners had $100,000 
between them. I have found out through 
* Interchange report that the statement is 
alse. 

Salesman: Gosh, it’s a lucky thing you 
did get a report. I have just learned that 
that statement meant they lived on each side 
of a savings bank.—Credit Monthly. 
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Convention News 


NEW YORK STATE BANKERS 
FAVOR GOODWIN BILL; 
OPPOSE NORRIS 


RESOLUTIONS indorsing the Goodwin bill, 
which provides for a so-called specific tax 
for national banks, and opposing the Norris 
bill were passed by the New York State 
Bankers Association in annual convention 
in Quebec last month. The Goodwin bill, 
it was said, would tend to equalize the taxa- 
tion of national banks. The Norris bill, it 
was explained, would remove from the juris- 
diction of the Federal courts all civil cases 
involving parties in different states. 

The convention also authorized the ap- 
pointment of a committee of five to act with 
similar committees from New Jersey and 


Connecticut in recommending directors to 


Mark M. HoLtMEs 


President Exchange National Bank 

of Olean, N. Y., who was elected 

president of the association for the 
coming year. 


be elected to the Federal Reserve Bank of 
New York and to acquaint members of the 
association with the qualifications of candi- 
dates. 

Mark M. Holmes, president of the Ex- 
change National Bank of Olean, N. Y., 
who has been vice-president of the associa- 
tion, was elected president to succeed Wil- 
liam K. Payne, president of the Cayuga 
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County National Bank, Auburn. J. Stewart 
Baker, president of the Bank of Manhattan 
Trust Company, New York, was named 
vice-president; and H. H. Griswold, presi- 
dent of the First National Bank and Trust 
Company, Elmira, was elected treasurer. Ed- 
ward J. Gallien, who has been secretary of 
the association for many years, resigned and 
was also the subject of a resolution, in which 
his work was praised. 


© unocerwooo & UNDERWOOD 
J. Srewart BAKER 


President Bank of Manhattan Trust 
Company, New York, who was elected 
vice-president of the association. 


The subject of group and branch banking 
was not one of those on the convention 
program, since there is a wide divergence of 
opinion upon it in the association, which is 
composed of both city and country bankers. 
Much of the discussion among the delegates 
outside the convention sessions proper was, 
however, on this subject. 

Bankers from many of the smaller com: 
munities are deeply concerned with rising 
bank costs and to them particularly the ad- 
dress by John J. Driscoll on ‘Facts and 
Factors in Bank Management” was of in- 
terest. Mr. Driscoll is connected with Dris- 
coll, Millet & Co., public accountants of 
Philadelphia. Both those from the smaller 
cities and those from the larger were inter’ 
ested in the address of Dan H. Otis, div 
rector of the agricultural commission of the 
American Barkers Association. 
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The resolution favoring the Goodwin bill 
was a result of the address on “Taxation 
of Banks,” by Mark Graves, member of the 
New York State Tax Commission. Mr. 
Graves urged the bankers to lend their sup- 
port to this bill, which he said was the most 
equitable way found for the taxation of 
banks. 

The tariff (then before the Senate) was 
assailed by John G. Lonsdale, president of 
the American Bankers Association, in his ad- 
dress. He recommended that the tariff be 
taken from political control and placed in 
the hands of impartial investigators and ad- 
visers, “who have no campaign pledges to 
keep.” 

“Administration and Liquidation of Big 
Interests Under a Will” was the subject of 
an address by Andrew Wilson, vice-presi- 
dent Bank of Manhattan Trust Company of 
New York. Frank M. Totten, vice-president 
of the Chase National Bank of New York, 
spoke on “Team Play.” 

Members of the association who are also 
members of the American Bankers Associa- 
tion passed a resolution to present the name 
of Francis H. Sisson, vice-president of the 
Guaranty Trust Company of New York, as 
second vice-president of the A. B. A. at the 
convention to be held in Cleveland this fall. 


DENVER BANKER HEADS A. I. B. 


Ben ALLEY, vice-president of the United 
States National Bank, Denver, Colo., was 
elected president of the American Institute 
of Banking Section of the American Bank- 
ers Association at the annual A. I. B. con- 
vention in Denver last month. Henry J. 
Mergler, assistant treasurer of the Fifth- 
Third Union Trust Company of Cincinnati, 
Ohio, was named vice-president. 

Members elected to the executive council 
were, for the three year term: Henry J. 
Court, secretary and treasurer Phoenix Sav- 
ings Bank and Trust Company, Phoenix, 
Ariz.; Edwin C. Estes, assistant secretary 
South Brooklyn Savings Institution, Brook- 
lyn, N. Y.; Maynard W. E. Park, assistant 
cashier Federal Reserve Bank of Kansas City; 
and Carl L. Phillips, assistant cashier Na- 
tional Bank of Commerce, Seattle. Andrew 
C. Dorris, manager Old Hickory branch, 
Nashville Trust Company, Old Hickory, 
Tenn., was elected to the council for the two 
year term. 

Winners of the national public speaking 
contest for the A. P. Giannini endowment 
fund prizes, held in connection with the con- 
vention, were as follows: First, Herman F. 
Feucht, American National Bank, Denver; 
second, A. Gordon Patterson, First National 
Bank, Pittsburgh; third, Philip A. Dietz, 
Donahue Savings Bank, Donahue, Iowa; and 
fourth, Floyd E. Leavitt, Exchange Banks, 
Tulsa, Okla. The first prize was $500; the 
second, $300; third, $200; and fourth, $100. 

The national convention debate, which is 
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Learn Languages 
This Summer 


Personal instruction in French, Spanish, 
Italian, German, English, etc., continues at 
the Berlitz School all summer. 


Our classrooms are always bright, cool and 
comfortable. And the Berlitz Conversational 
Method, used by skilled native teachers, as- 
sures satisfactory results. 


Private and Class Instruction Day and 
Evening. We prepare for all language ex- 
aminations. Ask for catalog. 


REDUCED SUMMER RATES 


BERLITZ 


SCHOOL OF 


LANGUAGES 


Established 1878 
Branches throughout the World 


Manhattan — 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


also a part of the annual meeting, was this 
year won by the Philadelphia Chapter team, 
which had the negative of the subject, “Re- 
solved that Chain Banking Is Economically 
Dangerous and Undesirable.” The affirma- 
tive side was taken by the New Orleans 
chapter team. Members of the winning 
team were Melville M. Parker, United Se- 
curity Trust Company of Pennsylvania; 
Harry C. Culshaw, Franklin Trust Company; 
Harold W. Scott, Pennsylvania Company for 
Insurances on Lives and Granting Annuities; 
and R. David Conner, alternate, Corn Ex- 
change National Bank and Trust Company. 

In eight series of departmental confer- 
ences more than eighty phases of practical 
bank operation were taken up for deta:led 
discussion during the convention. These de- 
partment headings covered audits and ac- 
counting, bank administration, business de- 
velopment and advertising, credits, deposit 
functions, investments and investment bank- 
ing, savings banking and trust functions. 

As the representative of John G. Lonsdale, 
president of the American Bankers Associa- 
tion, Rudolf §S. Hecht, president of the 
Hibernia Bank and Trust Company of New 
Orleans, delivered the keynote address at the 
first session. Mr. Hecht spoke on “Pre- 
paredness.” He was graduated from the 
A. I. B. in 1906. Professor Josh Lee, of 
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the public speaking department of the Uni- 
versity of Oklahoma, delivered the address 
at the second session. His subject was “The 
Pot of Gold.” 

The convention will be held next year in 
Pittsburgh. 


GEORGIA BANKERS VISIT 
NEW YORK 


A visir to New York, where they were 
guests of the Central Hanover Bank and 
Trust Company, was a unique feature of the 
joint convention of the Georgia Bankers As- 
sociation and the Georgia Fiduciaries Asso- 
ciation. One hundred and seventy-six bank- 
ers were entertained. 


Gorpon L. Groover 
Vice-president of the Citizens & 
Southern National Bank, Savannah, 
and retiring president of the Georgia 

Bankers Association. 


The business sessions of the convention 
were held in Savannah and at their conclu- 
sion, on June 7, the bankers sailed on the 
S. S. City of Birmingham for New York. 
They arrived in New York in the morning 
of June 10 and were taken for a sight-seeing 
tour through the financial district. At the 
conclusion of the tour, the delegates were 
welcomed by officers of the Central Han- 
over as they filed through the officers’ plat- 
form on the second floor of the bank. A re- 
ception was held in the officers’ lounge and 
terrace on the eighteenth floor of the bank. 

Officers for the coming year were elected 
at a dinner given by the bank for the 


delegates that evening. After the dinner, 
the visitors were guests at a theater Party. 
The following day, at a luncheon at the 
Vanderbilt Hotel, the new officers were in- 
stalled, and the return trip on the City of 
Birmingham began that evening. 

The trip was sponsored by Gordon L. 
Groover, retiring president of the Georgia 
Bankers Association and vice-president of 
the Citizens & Southern National Bank, 
Savannah. Additional leaders were John M. 
Graham, newly elected president of the as- 
sociation and president of the National City 
Bank of Rome; H. F. Pelham, president of 
the Georgia Fiduciaries Association and vice- 
present of the Citizens & Southern National 
Bank, Atlanta; E. L. Henderson, treasurer 
of the Georgia Bankers Association and 
cashier of the Commercial Bank, Cedartown; 
and Haynes McFadden, association secretary. 

In addition to Mr. Graham as president, 
officers elected include Ronald Ransom, vice- 
present of the Fulton National Bank, At- 
lanta, as vice-president; and Mr. Henderson 
and Mr. McFadden, who were re-elected 
treasurer and secretary, respectively. 


IOWA BANKERS ELECT 
JACOBSEN 


C. C. JacoBsEN, vice-president of the Se- 
curity National Bank, Sioux City, was 
elected president of the Iowa Bankers Asso- 
ciation at its annual convention held last 
month in Davenport. He succeeds W. G. 
C. Bagley of Mason City. Walter Robin- 
son. cashier Citizens National Bank of 
Hampton, was elected vice-president; Joe 
Meyer, cashier Consolidated Bank of Du- 
buque, treasurer: and Frank Warner, of Des 
Moines, was re-elected secretary. 

Among the speakers were M. A. Traylor, 
president of the First National Bank of Chi- 
cago, who spoke on the workings of. the 
Bank for International Settlements; Arthur 
Reynolds, chairman of the Continental Illi- 
nois Bank and Trust Company, Chicago; and 
L. A. Andrew, superintendent of banking 
of the state. 


SOUTH DAKOTA BANKERS 
MEET 


At the annual convention of the South Da- 
kota Bankers Asociation, held last month in 
Aberdeen, A. B. Cahalan, president of the 
First National Bank of Miller, was elected 
president and Huron was selected as the 
lace for the 1931 convention, which will 
f held June 24-26. 


Other officers elected were vice-president, 


J. W.. Bryant, vice-president Commercial 
Trust & Savings Bank, Mitchell; treasurer, 
Don W. DeVey, president Farmers State 
Bank, Westport; and secretary, George A. 
Starring, Huror. 
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E. A. SEITER ELECTED HEAD OF 
OHIO BANKERS 


EpwarpD A. SEITER, vice-president Fifth- 
Third Union Trust Company of Cincinnati, 
was elected president of the Ohio Bankers 
Association to succeed Allen B. Whitney of 
Upper Sandusky, at the annual convention 
held last month in Dayton. George H. 
Dunn, president Central Depositors Bank & 
Trust Co., Akron, was elected vice-presi- 
dent; and Oscar D. Miller, president Ohio 
Merchants Trust Co., Massillon, was re- 
elected treasurer. David M. Auch is secre- 
tary of the association. 

Among the speakers were John G. Lons- 
dale, president Mercantile‘CCommerce Bank 
and Trust Company of St. Louis and presi- 
dent American Bankers Association; David 
Lawrence, editor of the United States Daily 
of Washington, D. C.; and the Hon. Robert 
A. Taft of Cincinnati. 


WASHINGTON BANKERS OPPOSE 
STATE TAX AMENDMENT 


A PROPOSED tax amendment to the state con- 
stitution was opposed in committee reports 
at the convention of the Washington State 
Bankers Association, held at Bellingham last 
month. The proposal contains bad features 
which overshadow the good ones, it was de- 
clared. Instead, an amendment was sug- 
gested to allow a special form of taxation 
for re-forestation of logged-off areas and so 
perpetuate the timber industry. 

R. M. Hardy, president Yakima National 
Bank, was elected president of the associa- 
tion for the coming year; C. E. Bingham, 
president C. E. Bingham & Co. State Bank, 
Sedro Woolley, vice-president; and A. L. 
Thiele, president First National Bank of 
Grandview, treasurer. J. W. Brislawn, sec- 
retary, of Seattle, and William Hatch Davis, 
general counsel, of Spokane, were re- 
appointed. 

Among the speakers was Rome C. Ste- 
phenson, president St. Joseph Loan and 
Trust Company, South Bend, Ind., and vice- 
president American Bankers Association. 


MINNESOTA BANKERS MEET 


Apbresses by Dr. Benjamin M. Anderson, 
Jr., economist of the Chase National Bank 
of New York, and Roy A. Young, governor 
of the Federal Reserve Board, featured the 
annual meeting of the Minnesota Bankers 
Association, held last month in St. Paul. Dr. 
Anderson's subject was “The Abuse of Bank 
Credit as a Source of Capital” and Governor 
Young discussed unit vs. group and branch 
banking. ; 

C. T. Brombach, assistant cashier of the 
First National Bank of Minneapolis, was 
elected president of the association; J. R. 
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Chappell, of Winona, vice-president; and 
W. L. Brooks, of Bemidji, treasurer. 
A committee of five was appointed to rep- 


resent particularly the interests of the unit 
bankers. 


MICHIGAN BANKERS HOLD 
ANNUAL MEETING 


JoHN W. Haarer, vice-president and cashier 
of the City National Bank, Lansing, was 
elected president of the Michigan Bankers 
Association at its annual convention in 
Grand Rapids last month. He held the of- 
fice of second vice-president last year. Henry 
M. Zimmerman, president of the First Na- 
tional Bank & Trust Company of Pontiac, 
was elected first vice-president; John C. Hicks, 
president Clinton County Savings Bank of 
St. Johns, second vice-president; and Maurice 
A. Lambie, vice-president and cashier of the 
Hastings City Bank, treasurer. 

Kenneth M. Burns, who has been serving 
as field secretary of the association, was 
elected secretary to succeed Mrs. Helen M. 
Brown, who has resigned that post after 
twenty-two years’ service. Hal H. Smith 
of Detroit was re-elected general counsel. 


STANLEY HEADS ARKANSAS 
BANKERS 


J. H. STANLEY, executive vice-president of 
the American Exchange Trust Company of 
Little Rock, was elected president of the Ar- 
kansas Bankers Association for the coming 
vear at a convention held recently in Little 
Rock. B. A. Lynch, president Farmers Bank 
& Trust Co., of Blytheville, was elected vice- 
president; and H. M. Kennerly, cashier Citi- 
zens Bank & Trust Co. of Batesville, as 


treasurer. 


CALIFORNIA BANKERS ELECT 


LanE D. Wesser. of the First National 
Trust and Savings Bank of San Diego, was 
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elected president of the California Bankers 
Association at its convention, held in Del 
Monte last month. Herbert H. Smock, of 
the Security-First National Bank of Los 
Angeles, was elected vice-president, and 
H. R. Gaither of the Pacific National Bank 
of San Francisco, was elected treasurer. 

Among the speakers was Rome C. Ste- 
phenson, vice-president of the American 
Bankers Association and president of the St. 
Joseph Loan and Trust Company, South 
Bend, Ind. 


J. P. Hosxins 


President First National Bank of 

Chattanooga, who was elected presi- 

dent of the Tennessee Bankers Asso- 
ciation for the coming year. 


WEST VIRGINIA BANKERS MEET 
IN CHARLESTON 


THe West Virginia Bankers Association 
heard a number of prominent bankers speak 
at the association’s annual convention in 
Charleston, last month. Among them were 
Craig B. Hazlewood, vice-president of the 
First National Bank of Chicago and former 
president of the American Bankers Associa- 
tion; and J. R. Kraus, vice-chairman of the 
Union Trust Company of Cleveland and 
former president of the Asociation of Re- 
serve City Bankers. John J. Cornwell, for- 
mer governor of West Virginia and now 
general counsel of the Baltimore and Ohio 
Railroad, and C. O. Dickinson, president of 
the Dickinson Fuel Company of Charleston, 
also spoke. 
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D. R. Richards, vice-president and cashier 
Bank of Morgantown, was elected president 
of the association; W. F. McAneny, cashier 
Old National Bank of Martinsburg, vice- 
president; R. L. Matthews, vice-president 
Montgomery National Bank of Montgomery, 
treasurer; and J. S. Hill, of Charleston, sec- 
retary. 


OREGON BANKERS MEET 


Rome C. STEPHENSON, vice-president of the 
American Bankers’ Association and dean of 
South Bend, Ind., bankers, was the featured 
speaker at the Oregon Bankers Association 
convention, which was held in Medford last 
month. S. H. Baker, of Grants Pass, was 
elected president of the association for the 
coming year; J. N. Edlefson, of the United 
States National Bank of Portland, vice-presi- 
dent; and John R. Humphreys, of Oregon 
City, treasurer. T. P. Cramer, Jr., Portland, 
was re-elected treasurer. 


D. C. BANKERS HEAR PROMI- 
NENT SPEAKERS 


Four prominent speakers were heard by 
bankers who attended the annual conven- 
tion of the District of Columbia Bankers 
Association, held in Asheville, N. C., last 
month. They were John W. Pole, Comp- 
troller of the Currency; Oscar Wells, presi- 
dent of the First National Bank, Birming- 
ham, and past president of the American 
Bankers Association; Robert V. Fleming, 
president Riggs National Bank of Washing: 
ton, D. C.; and Dr. Gus W. Dyer, of Van- 
derbilt University. 


MISSISSIPPI BANKERS ELECT 
BEN C. ADAMS 


Ben C. Apams, cashier of Grenada Bank, 
was elected president of the Mississippi 
Bankers Association, when it met in annual 
session at Gulfport recently. The other of- 
ficers elected for the coming year were: Vice- 
resident, J. W. Slaughter, president Colum- 
ae National Bank; and treasurer, G. M. 
McWilliams, vice-president Citizens Bank, 
Hattiesburg. George B. Power of Jackson 
was re-elected secretary. 

Among the speakers were Dr. James S. 
Thomas, of the University of Alabama; Eu’ 
gene R. Black, governor of the Federal Re- 
serve Bank of Atlanta; J. S. Love, superin- 
tendent of the state banking department. 


NORTH CAROLINA BANKERS IN 
CONVENTION 


Craic B. HazLewoop, vice-president First 
National Bank of Chicago; Dr. Benjamin M. 
Anderson, Jr., economist of the Chase Na- 
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tional Bank of New York; and W. L. Brooks, 
president Northern National Bank, Bemidji, 
Minn., were among the speakers at the con- 
vention of the North Carolina Bankers As- 
sociation, held in Pinehurst recently. 

Officers elected for the coming year are: 
President, W. E. Stroud, vice-president and 
cashier of the Wayne National Bank of 
Goldsboro; first vice-president, R. M. Hanes, 
vice-president Wachovia Bank & Trust Com- 
pany, Winston-Salem; and treasurer, J. K. 
Dorsett, vice-president North Carolina Bank 
& Trust Company, Spencer. Paul P. Brown 
of Raleigh was re-elected secretary. 


BOSTON BANKS TO MERGE 


A SPECIAL meeting of the stockholders of the 
Beacon Trust Company of Boston will be 
held July 16 to consider a recommendation 
of the board of directors that they accept an 
offer of the Atlantic National Bank of that 
city for a merger of the two institutions. If 
accepted, the merger will go into effect 
July 31. 

The terms offered by the Atlantic are two 
shares of Beacon to be exchanged for one 
share of Atlantic, which would mean the is- 
suance of 75,000 shares of the national 
bank’s stock, of $25 par value, for the ex- 
change. 

According to the latest clearing house 
statement, Atlantic has $8,000,000 capital, 
$8,905,000 surplus and undivided profits, and 
$107,604,000 in deposits, and Beacon has 
$3,000,000 capital, $3,626,000 surplus and 
undivided profits, and $31,816,000 in de- 

Sits. 

Charles B. Jopp, president of the Beacon, 
will become a vice-president of the Atlantic, 
and — members of the staff will be re- 
tained. 


ECONOMIC CONTEST AN- 
NOUNCED 


A FIRST prize of $1000 and a second of 
$500 have been offered by Alvan T. Simonds 
of the Simonds Saw and Steel Co., Fitch- 
burg, Mass., for the best essay on the sub- 
ject, “Government: Interference with the 
Free Play of Economic Forces.” The contest 
is open to everybody everywhere. This is 
the ninth annual contest held by Mr. Si- 
monds “to secure a more general interest in 
economics as related to business and to in- 
dustrial and general welfare.” 


RALPH HAYES ELECTED VICE- 
PRESIDENT TRANSAMERICA 
CORPORATION 


Ratpu Hayes, who has been vice-president 
of the Press Publishing Company, publishers 
of the New York World and the Evening 
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World, has been elected vice-president of the 
Transamerica Corporation, international bank 
holding company, and has moved his offices 
to the Bank of America Building, New York, 
after resigning his position with the publish- 
ing company. 

Prior to his association with the World, 
Mr. Hayes was vice-president of the Chatham 
Phenix National Bank and Trust Company 
and has been director of the New York Com- 


RALPH HAyEs 


Newly elected vice-president of the 
Transamerica Corporation, the world’s 
largest bank holding corporation. 


munity Trust since 1923. In 1922 he came 
to New York as an executive of the Motion 
Picture Producers and Distributors of 
America and was active in organizing the 
work of that association under Will H. 
Hayes. He was assistant to the president 
of the Cleveland Trust Company from 1920 
to 1923 and in 1916 was private secretary 
to Newton D. Baker, Secretary of ‘War. He 
served as a first lieutenant of infantry in 
France, and subsequent to the Armistice was 
liaison officer for the American Commission 
to Negotiate Peace. 

Transamerica, with its ramified holdings, 
includes Bank of America and Bancamerica- 
Blair Corporation in New York; Bank of 
Italy, Bank of America of California and 
National Bankitaly Company in California; 
and Banc d’America e d'Italia and Amer- 
italia Corp. in Italy. Banks associated in 
Transamerica operate upward of 550 offices. 
The Bank of Italy with 1,500,000 depositors 
leads all American banks in this respect. 
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BIRMINGHAM BANKS MERGE 


THE First National Bank and the American’ 
Traders National Bank, of Birmingham, Ala., 
merged July 1 into an institution to be 
known as the First National Bank of Birm- 
ingham. It has resources of approximately 
$72,000,000. Capital and surplus each are 
$5,000,000. 

In addition. a securities company with a 
capital of $1,000,000, the stock of which is 
owned by the shareholders of the: First Na- 
tional Bank, succeeded the American- 


Traders Securities Corporation. This corpo- 
ration owns a controlling interest in fee 
banks in the Birmingham district, located at 
North Birmingham, Leeds, Fairfield, Wood- 
lawn and Tarrant City, with resources of 


© unverwoon & unDERWooo 
Oscark WELLS 


Chief executive of the newly enlarged 
First National Bank of Birmingham. 


$4,500,000. It also conducts a general bond 
and securities business. 

The officers of the new bank include all 
the old officers of both banks, with Oscar 
Wells, for many years president of the First 
National Bank, as chief executive with the 
title of chairman of the board. Mr. Wells 
is widely known in banking circles of the 
country, having been president of the Ameri- 
can. Bankers Association. W. W. Crawford, 
formerly chairman of the board of the Ameri- 
can-Traders National Bank, has become vice- 
chairman. J. C. Persons, now president of 
the American-Traders National Bank, is 
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president, and Keehn W. Berry is executive 
vice-president. He has been senior vice- 
president of the First National Bank. 

Mr. Wells stated that the action is in line 
with the banking and economic trend of the 
country, and further, that the merger was 
unanimously voted by the directors of both 
banks, and was prompted by a desire to 
provide an institution able and capable of 
aiding, within its own resources, a much 
wider agricultural and industrial program 
for the state. 

Before the merger the First National Bank 
paid its regular quarterly dividend, together 
with a special cash dividend of $500,000 
to its shareholders. The American-Traders 
National Bank paid its regular quarterly divi- 
dend and a special dividend a 1 per cent. 
Sixty per cent. of the stock of the new bank 
went to the stockholders of the First Na- 
tional Bank and 40 per cent. to the stock- 
holders of the American-Traders National 
Bank. 

The First National Bank, founded in 1884, 
was before the merger the largest bank in 
Alabama, the American-Traders National 
Bank being second in size. The latter in- 
stitution is a consolidation, in 1927, of the 
American Trust and Savings Bank and the 
Traders National Bank. 

The principal office of the merged insti- 
tution is at the present quarters of the First 
National Bank. As a temporary measure, 
part of the American-Traders National Bank 
quarters will be occupied until the new 
building can be erected on property owned 
by the First National Bank at Third avenue 
and 20th street. 


DO YOU RIDE A BICYCLE? 


Not that it has anything to do with it— 
that question is merely the title of a 
questionnaire sent out by the First Wiscon- 
sine Teller, of the First Wisconsin Group, 
Milwaukee, to its readers, who are made 
up of the group’s personnel. In its May 
issue, where the results of the ‘Teller in- 
quisition” are given, it is sadly admitted 
that practically none of its readers rides a 
bicycle. Moreover, although more than 
half of them boast of going to church on 
Sundays, more than half also confess to 
being in favor of repeal of the Eighteenth 
Amendment, while 31 per cent. are in 
favor of modification and only 18 per 
cent. for enforcement of prohibition. 

The average age of the readers is twenty’ 
seven; Amos ‘n’ Andy their favorite radio 
program; the Rogue Song, the best motion 
picture; Journey's End, their favorite play; 
and All Quiet on the Western Front, the 
best book. 

What the questionnaire failed utterly to 
learn is this: Is, or is not their favorite 
music the Stein Song? 





THE BANKERS MAGAZINE 


MADE PRESIDENT OF UTICA 
BANK 


Francis P. McGinty, formerly vice-presi- 
dent of the First Bank and Trust Company 
of Utica, N. Y., has been elected president 
of that institution to succeed the late 
Frederick S. Munger. Charles B. Rogers 
will continue as chairman and Beecher M. 
Crouse as vice-chairman of the board. 

Mr. McGinty began work as a messenger 
in the Utica City National Bank in 1903. 
He later advanced to clerk, teller and 
cashier. Following a change in the control 


Francis P. McGinty 


President First Bank and Trust Com- 
pany, Utica, N. Y. 


of the bank in 1926 he left that institu- 
tion to become vice-president of the Oneida 
County Trust Company and when that in- 
stitution was merged with the First Bank 
he became vice-president of the latter. He 
has now become the eighth president of 
the First Bank and Trust Company since 
it was founded in 1812. 

Mr. McGinty has been active in the 
American Institute of Banking and_ has 
held official positions with that body in 
Utica, being one of the youngest A. I. B. 
Presidents in the state at the time he held 
that position. 


IRVING BRANCH MOVES 


AFTER more than forty years at 81 Fulton 


Street, 
Irving 


the Market and Fulton office of the 
Trust Company of New York has 
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moved to 150 William street, corner of 
Fulton. The structure in which the office 
was formerly located is soon to be torn 
down. 


SUCCEEDS FATHER AS 
DIRECTOR 


Puitip J. RoosEvELT has been elected a 
trustee of the Central Hanover Bank and 
Trust Company of New York to succeed 
his father, W. Emlen Roosevelt, who died 
recently. He is a partner in the firm of 
Roosevelt & Son and a director in a 
number of companies. 

The trust company has declared a quar- 
terly dividend of $1.50. 


OPENS NEW OFFICE 


THE First National Old Colony Corpora- 
tion of Boston has opened a new branch 
office in New York in the Lincoln Build- 
ing, 60 East 42nd street, under the direc- 
tion of Robert J. Horr. The company’s 
main New York office is at 100 Broadway. 


F. O. FOXCROFT DIES 


FREDERICK O. FoxcrorT, vice-president of 
the Chase National Bank of New York, 
died recently at his home in Newark after 


FREDERICK O. FOoxcROFT 


Vice-president Chase National Bank 
of New York, who died recently. 


Foxcroft be- 
National Park 


several weeks’ illness. Mr. 
came a messenger in the 
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Bank at the age of 19 and served that in- 
stitution for fifty years until it was merged 
with the Chase last year, when he became 
a vice-president of the consolidated bank. 


This window display of the Union Trust 
Company of Cleveland won a window 
display contest which was one of the 
features of National Publicity week of 
the American Institute of Banking. The 
display was built on a background of 
black and silver and told some of the 
history, policy, enrollment and_ subjects 


taught by the A. I. B. 


BANKS VOTE TO MERGE 


Directors of the Farmers & Merchants 
Bank and the Union Trust. Company, of 
Baltimore, have voted to merge the two 
institutions under the name of the latter. 
The merger will make the Union Trust a 
$75,000,000 institution with deposits of 
$64,000,000. 


SEWARD PROMOTION 


E. W. KeesE has been appointed assistant 
cashier of the Seward National Bank of 
New York. He has been credit manager 
for the last six months and prior to that 
time was with the Chase National Bank of 
New York. 


MANUFACTURERS—PACIFIC 
TRUST IN MERGER 


STOCKHOLDERS of the Pacific Trust Com- 
pany of New York have approved plans 
for a merger of the bank and its affiliate, 
the American Pacific Corporation, into the 
Manufacturers Trust Company of New 
York. Stockholders of the Pacific Trust 
are to receive $191.50 in cash and a cer- 
tificate of interest in the liquidation of 
certain assets, the maximum amount which 
may be received from which is $19.50. 
Herman Cook, president of Pacific Trust, 
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will occupy an important position with the 
Manufacturers. Clifford F. Stone, of Cen. 
tral States Electric Corporation, and Albert 
C. Lehman, of the Blaw-Knox Co., direc 
tors of Pacific Trust, will join the board 
of Manufacturers Trust. 


TO CHANGE NAME 


THE Washington Square National Bank of 
New York has voted a change in name to 
Washington National Bank and a change 
in location to new quarters at Fifth avenue 
and 36th street, where it will move about 
August 1. It is now located on West 8th 
street. 


HEADS SPECIAL LIBRARIES 
ASSOCIATION 


MarGaRET REYNOLDS, librarian of the First 
Wisconsin National Bank, Milwaukee, was 
elected president of the Special Libraries 
Association at its annual meeting last 
month. She has served twice as vice-presi- 
dent of the association, twice as chairman 
of the financial group, and for many years 
has been associate editor and contributor to 
the monthly publication of the association. 


CHICAGO BANKER DIES 


AKsEL K. BoDHOLDT, vice-president of the 
Central Trust Company of Illinois, Chicago, 
in charge of the bank’s trust department, 


died recently. He was 
authority on all subjects 
the handling of trusts. 


HIBERNIA DIVIDEND AND 
BONUS 


THE directors of the Hibernia Bank & 
Trust Company, New Orleans, have de: 
clared a 5 per cent. dividend for the 
quarter ended June 30 and have also 
declared as a bonus a quarterly dividend 
on salaries of all employes, the amount of 
which is based both on salary and length 
of service. For ten years this bank has 
been paying quarterly bonuses to its em: 
ployes. 


MANHATTAN COMPANY PLANS 
EXPANSION 


STOCKHOLDERS of the Manhattan Company, 
holding company which controls the Bank 
of Manhattan Trust Company, the Inter 
national Acceptance Bank, Inc., and affili- 
ated banks and trust companies in New 
York, have approved a $5,000,000 increase 
in capital. This will give the company 
capital of $45,000,000. 


considered an 
connected with 
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The East Ninth street corner of the Cleveland Trust Company Building is an 


attractive advertisement for the institution. 


In recommending ethe increase, P. A. 
Rowley, president of the company, explained 
that all available shares in the company 
had been utilized in connection with the 
acquisition of 98 per cent. of the stock of 
the New York Title and Mortgage Com- 
pany and all of the stock of the Central 
National Bank. The expansion, Mr. Row- 
ley said, is to acquire the remaining stock 
of the New York Title and Mortgage 
Company, should the directors deem it 
advisable, and to make possible further 
acquisitions. 


GUARANTY PROMOTION 


MarsHALL B. Hatt, formerly assistant 
treasurer, has been appointed second vice- 
president of the Guaranty Trust Company 
of New York. 


CLEVELAND ADVERTISING A. 
B. A. CONVENTION 


Some unusual advertising material is being 


sent out to the 20,000 members of the 
American Bankers Association urging them 
to attend the annual convention of the 
Organization in Cleveland this fall. Each 
Piece, mailed at intervals of about three 
weeks, is original and produced especially 
for the occasion, and each, of course, em- 


It has been newly landscaped for summer. 


phasizes the benefits of attendance at the 
convention. 

The first three include a personal letter 
from J. R. Kraus, who is head of the 
Cleveland committee for the convention, 
mentioning some of the pleasures of the 
meeting and enclosing pictures of estates 
in and around Cleveland, with some par- 
ticularly intriguing ones showing polo and 
fox hunting; a letter from the chairman 
of the hotel committee, with a list of the 
hotels and their rates and a map of the 
business district of the city; and a booklet 
containing the “Story of the Banker from 
Townville” and why he attended the 
convention. 

The campaign of which these three are 
a part was produced by the Seaver-Brink- 
man Advertising Agency of Cleveland 
under the direction of I. I. Sperling, 
assistant vice-president of the Cleveland 
Trust Company and a member of the 
convention publicity committee. 


MT. VERNON BANK MERGER 


Pans have been completed for the merg- 
ing of the American National Bank and 
Trust Company and the Mount Vernon 
Trust Company, Mt. Vernon, N. Y. The 
resulting institution, which will operate 
under the name of the Mount Vernon 
Trust Company, will be the largest bank- 
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ing institution between New York City 
and Albany, it is said, with resources of 
about $30,000,000. 


ELECTED VICE-PRESIDENT OF 
BANCAMERICA-BLAIR 


Ropert C. Apams, who since 1916 has 
been affiliated with the Equitable Trust 
Company and the Equitable Corporation, 
of New York, as vice-president in charge 
of the bond department of those organiza- 
tions, has been elected a vice-president and 
director of Bancamerica-Blair Corporation. 
He will make his headquarters in New York 
City. Mr. Adams is one of the best known 
bond and securities experts in the eastern 


banking field. 


REYNOLDS MADE PRESIDENT 
DETROIT INSURANCE 
COMPANY 


JoHN A. REYNOLDS, vice-president of the 
Union Guardian Trust Company, of 
Detroit, has been elected president of the 


Jou'n A. REYNOLDS 
Formerly vice-president of the Union 
Guardian Trust Company of Detroit, 
who has been elected president of the 

Detroit Life Insurance Company. 


Detroit Life Insurance Company, which is 
a constituent unit of the Insurance Securi- 
ties Company, Inc., of New Orleans and 
New York. He resigned his position with 
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the trust company last month to assume 
his new position. Thirty-six years old, 
Mr. Reynolds will be one of the youngest 
life insurance company presidents in the 
United States. 





Unusually striking cover of “The 

Teller,” the semi-monthly, internal 

house organ of the Union Trust Com- 
pany of Cleveland. 


SEATTLE BANKS NATIONALIZED 


THE Marine Bancorporation, Seattle, has 
announced the nationalization of two of 
the ten banks under its control, namely, 
the Marine Central Bank and the Marine 
State Bank, which have become, respec 
tively, the Central National Bank of Com: 
merce and the Washington National Bank 
of Commerce. “The nationalization of 
these banks,” says the announcement, “is 
in harmony with the unified operating plan 
of the Marine Bancorporation.” 


MEREDITH MADE SECRETARY 
INTERNATIONAL MADISON 
BANK 


CiaupE H. MEREDITH, formerly secretary 
of the Interstate Trust Company of New 
York, has become secretary of the Inter: 
national Madison Bank and Trust Company 
of New York. Mr. Meredith was with the 
Interstate from the time of its opening in 
1926 until it was merged with the Chase 
National Bank and prior to that time spent 
twenty-two years with the Hamilton Trust 
Company in Brooklyn, now also a branch 
of the Chase. Mr. Meredith will have 
charge of the banking office at 100 Park 
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Part of the research department of the Hibernia Bank & Trust Company, 


New Orleans, in which is collected and filed industrial, financial, banking, 
commercial, general business and statistical information covering the field of 


New Orleans, Louisiana and the South. 


The department maintains con- 


nections with libraries and research facilities throughout the world whereby 
it can secure information which it does not have at hand. 


Row, where extensive alterations will soon 
be completed. 


106th BANK FOR FIRST 
BANCORPORATION 


THE First National Bank of Bowbells, N. 
D., has been added to the First Bank Stock 
Corporation, Minneapolis, making the 106th 
unit in that organization. The bank is 
capitalized at $25,000 and has total re- 
sources of $406,272. 


UNION GUARDIAN 


CHANGES 


With the allocation of the branches ot 
the National Bank of Commerce of Detroit 
to the Guardian Detroit Bank, and with 
the merger of the assets of the Bank of 
Detroit with the Guardian Detroit Bank, 
the banking facilities of the Guardian 
Detroit Union Group are being re-arranged 
to provide the most effective and economical 
means of conducting the group’s banking 
business in Detroit. 
Robert c. Lord will be 

the merged Guardian Detroit 


GROUP 


president of 


Bank and 


all directors of the Bank of Detroit will 
be elected to the board of the consoli- 
dated institution. Fred T. Murphy con- 
tinues as chairman of the board. 

H. Haberkorn, J#, formerly chair- 
man of the board of the Bank of Detroit, 
becomes vice-chairman of the board of 
the Guardian Detroit Union Group, Inc. 
George B. Judson, formerly president of 
the Bank of Detroit, becomes vice-chairman 
of the board of the Guardian Detroit 
Bank. 

The Bank of Detroit will move from 
its Fort Street location to the enlarged 
main banking room of the Guardian De- 
troit Bank in (the Penobscot Building. 
The savings department of the Guardian 
Detroit Bank is also moving to new quar- 
ters on the ground floor of the Penobscot 
Building. 

in the re-distribution of branches, the 
National Bank of Commerce branches 
throughout the city will be transferred 
to the Guardian Detroit Bank, with the 
one exception that the uptown office in 
the General Motors Building will be 
maintained in its same location. The 
Boulevard office of the Bank of Detroit 
will be merged with this uptown office of 
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the National Bank of Commerce and will 
move into the General Motors Building 
location. 

Exactly the same officers and personnel 
will continue to conduct the business of 
each of the branch offices of the Guardian 
Detroit Bank. The National Bank of 
Commerce will continue to occupy its 
present location in the main banking room 
of the Union Trust Building. 


A corner of the Chase National Bank 
Building, 18 Pine street, New York City, 
as it appeared on the front cover of The 


Chase, the bank's house organ, May- 


June issue. 


POSTAL SAVINGS UP 10 PER 
CENT. 


IN spite of the legal limitation of $2500 
deposits to an individual, the deposits in 
the postal savings banks have increased 
$16,341,000, or more than 10 per cent., 
from July 1, 1929, to February 28, 1930, 
according to announcement by the Post- 
master General. Total deposits in the 
banks are now $167,901,652. 

The growth is said to be the greatest 
peace time growth in the history of the 
system. In February alone the increase 
amounted to $2,840,717. 


INSTALMENT BUSINESS IS 
DECLARED SOUND 


THE stability of the instalment credit 
business is reflected in the excellent condi- 
tion of the Commercial Credit Company, 
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which reported a gross volume of $442, 
807,262 last year compared with $265,883,- 
745 in 1928, said H. L. Wynegar, presi- 
dent of the company, after a meeting of 
the directors. 

“It is becoming more apparent,” he said, 
“that instalment credit possesses factors of 
vitality and safety far greater than old 
school economists supposed six months ago. 
The declaration of the regular quarterly 
dividends is possible because our company 
has maintained an excellent volume and 
satisfactory profits in spite of the general 
business decline. The instalment companies 
seem to have been in much better shape 
throughout the period of depression than 
others.” 

At the directors’ meeting the 


regular 
quarterly dividends were declared. 


NOW YOU TELL ONE 


Family doctor of small town banker, re- 
lates the Washington Bankers Association 
Bulletin, heard latter sniffling with a cold 
in head. Said “Come in and I'll fix that 
in a minute.” Sprayed banker’s nose. Mat 
ter of five minutes. End of month, among 
items in doctor's bill for attention to family, 
banker found $2.00 charge could not iden 
tify. Asked the doctor, who said, “Why 
that’s for spraying your nose.” Couple of 
days later doctor was sending farmer patient 
to Lincoln for operation. Dashed in to ask 
banker for credit rating on farmer. Thanked 
former and started out. Banker said, “Wait, 
Doc, $2.00 please.” Doctor indignant. 
Couldn’t see reason for charge. Banker 
said “Doc, you studied two years to learn 
to spray my nose and charged me $2.00. 
I have studied twenty-five years to learn 
about credit ratings, and only charge you 
$2.00. You are getting a lot the best of it.” 


The Nebraska Bankers Association records 
the following: 

A banker was driving his Ford on a muddy 
day. Had chains, bought of local garage, 
under seat. Stopped there to have them put 
on. Took ten minutes, charge 25 cents. He 
paid without a thought. Later same day 
garage man wanted land contract drawn. 
Took twenty minutes of banker's time. 
Banker had no thought of charging, nor ga’ 
rage man of paying. But later the banker 
got to thinking about it. 


A bank gave its printing business to @ 
printing customer. Latter left his order 
with the clerk one day for his name to be 
printed on his blank checks. In regular 
course the order went to this same printer. 
Also in regular course his bill came for $2.00 
for the work on his own checks. It set the 
banker to thinking. 





Guttag Brothers 


N April of this year the firm of 
| sorte Brothers, dealers in bank, 

trust company and insurance stocks, 
moved into the six-story building which 
it had erected for its own use at 42 
Stone street, New York, thus becom- 
ing the first company of that type in 
New York to own its own business 
building. 

The new structure, which extends 
from Stone to Pearl street along Coen- 
ties alley, a location which insures for 
it daylight on three sides, is of lime- 
stone and brick. The first floor is of 
limestone, while above is cream brick 
construction. The main entrance, on 
Stone street, is guarded by two solid 
bronze doors, on which are reproduced 
replicas of an old New York State 
coin of 1775, issued by a private in- 
dividual prior to the establishment of 
the United States mint. On one side 
of the coin are thirteen stars on a 


central field, while on the other is an 
Indian beside an altar and the words, 
“Inimica Tyrannis America.” 

The company occupies the basement 


in New Building 


and first two floors of the structure, 
while the remainder of the building is 
available for tenants. On the first floor 
are located the coin, foreign money, 
foreign exchange, bond, cashier's, de- 
livery and comparison, accounting, 
stenographic and bookkeeping, and 
stock departments. The second floor 
is devoted to the bank and insurance 
stock department, the front being a 
trading room and the remainder oc- 
cupied by the sales and statistical de- 
partments. In the trading room is a long 
table equipped with 120 private tele- 
phone wires leading to various banks, 
bank stock dealers and stock exchange 
houses. At a similar long table in the 
sales department, each salesman is 
equipped with two telephones, one 
connected with the company switch- 
board to receive incoming calls, and 
a second a direct outside wire to make 
outgoing calls. In addition, for every 
two salesmen is supplied a telephone 
connected with the trading room by 
means of which’they can get from that 
department prices on various stocks. 


Trading room. 
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Stenographic and bookkeeping department. 
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Private office of Julius Guttag. 


Delivery and comparison lobby. 
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Cashier’s department. 


The private office of Julius Guttag 
is on the first floor, and that of Henry 
Guttag on the second. The printing 
and stationery department occupies 
the basement. 

Throughout the building the walls 
are of Travertine and the floors of 


cement, covered with a linoleum com- 
position similar to that used by the 
larger banks. Woodwork and furnish 
ings are all of American walnut. 

In 1896 Henry Guttag entered Wall 
Street as an employe in the firm of 


Bolognesi, Hartfield & Co., bankers and 


A conference room. ~ 
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Statistical department. 


brokers, at a wage of $3 a week. In 
1903, seven years later, he left the 
firm to go into business for himself 
and by 1910 he was able to buy out 


the banking department of the com- 
pany he had previously worked for. 
At this time his brother, Julius Guttag, 
was working for this firm and they 
joined to form the firm of Guttag 


Brothers, which has 
changed since that time. 


remained un- 


They began business at 52 Wall 
Street with a staff of five, and now 
employ approximately forty people. 

The progressiveness of the firm is 
shown by the innovation which it began 
recently of broadcasting over the radio 
weekly—the first company of this kind 
to employ radio as a means of ad- 
vertising. In its broadcasts, which are 
prepared by members of the firm but 
presented by a professional “broad- 


Comparison delivery department. 
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The sales department. 


The foreign money department. 


caster,” the company gives each week 
an analysis of one particular bank or 
trust company stock, without making 
any suggestions as to the purchase of 


any particular stock. The broadcasts 
are over station WOR of Newark at 
8 p. m., on Wednesdays. The com- 
pany also publishes a six-year analysis 


of all of the New York bank and trust 
company stocks each year. 

Guttag Brothers is a member of the 
American Bankers Association, Asso 
ciation of Bank Stock Dealers, Financial 
Stock Clearing House and the Unlisted 
Securities Dealers Association. 


Lobby of the foreign money department. 





BOOK REVIEWS AND NEW BOOKS 
Recent Announcements of Other Publishers 


KEANE’S MANUAL OF INVESTMENT TRUSTS, 
1930. Boston: Financial Publishing 
Company. 


THE fullest data obtainable on 608 invest- 
ment trusts, together with special sections 
containing directories, etc., on investment 
trust subjects, are contained in the third 
(1930) edition of Keane's Manual of Invest- 
ment Trusts. 

The first section of the book contains all 
obtainable information concerning the 608 
companies mentioned above. This includes 
history, management contract, officers, di- 
rectors, capitalization, dividends paid and 
portfolio, if this information has been di- 
vulged. In cases where portfolios have not 
been available, diversification of holdings by 
percentages in various classes of stocks and 
bonds is given. 

A list is also given of investment compa- 
nies and the companies that have gone out 
of existence during the last year, with brief 
statements as to their consolidation, liquida- 
tion, etc. A list and brief report of the 
principal British investment trusts operating 
in England and Scotland in 1929 is also 
an important part of the volume. Informa- 
tion regarding these trusts includes ordinary 
stock, preferred stock, debenture stock and 
founders’ special “deferred” or “participat- 
ing’ shares outstanding in 1929. 


Part 2 of the manual contains the di- © 


tectories and compilations on investment 
trust subjects of all kinds which are extremely 
valuable in studying the trend of the in- 
vestment trust movement as well as in ob- 
taining information as to the connections 
and manner of operation of the individual 
trust. 

A directory of investment trusts gives the 
name, address and secretary of each trust, 
and is classified according to general man- 
agement, fixed and other specialized types 
of trusts. 

The names of more than 5000 individuals 

connected with investment trusts are con- 
tained in a directory of directors and of- 
ficers, which is particularly valuable in trac- 
ing interlockings of directorates. 
_ One of the most interesting compilations 
is the list of securities held by investment 
trusts. In this section, the securities are 
listed alphabetically, with the names of the 
holders of each security listed below it. When 
value or number of shares held are avail- 
able, these are given. 

In addition to these compilations, the book 
contains a complete list of all investment 
houses which have offered trust securities and 
the names of the securities; a list showing 
directors of banks who are also directors of 
iMvestment trusts; all institutions owning in- 
vestment trust securities; price quotation in- 
dex of investment trust securities; a record 


of investment trust financing from 1924 to 
the present time; and a section giving state 
regulations which control investment trust 
operations, etc. 

To anyone interested in investment trusts, 
this. volume contains an abundance of in 
formation, which is well put together and, 
thus, easily found. 


BANK FOR INTERNATIONAL SETTLEMENTS— 
DocuMENTS. Published by the First Na- 
tional Bank and the First Union Trust 
and Savings Bank of Chicago. With an 
introduction by Melvin A. Traylor, presi- 
dent of the First National Bank of Chi- 


cago. 


THE five documents included in this volume 
are: Statutes of the bank, the convention 
respecting the bank, the form of trust agree- 
ment, report of the committee of experts 
of June 7, 1929 (Young plan), and the con- 
current memorandum—not a part of the 
plan—giving Germany the benefit of any 
relief which the powers may receive in re- 
spect to their outward payments on account 
of war debts. 

The introduction and a reprint of an ad- 
dress given by Mr. Traylor before the Ameri- 
can Committee of the International Cham- 
ber of Commerce last spring, are explanatory 
of the bank’s origin, purposes and functions. 
He gives, first of all, a summary of the his- 
tory of reparations negotiations from the 
Armistice up to the present time. This is 
followed by an explanation of the need for 
the Bank for International Settlements, so 
that the whole subject of reparations might 
be removed as far as possible from a politi- 
cal atmosphere. The limitations of the bank 
are emphasized by Mr. Traylor and its con- 
veniences are also mentioned by him. The 
bank will give to the world a guaranty which 
it had not had before, he says, “an assur- 
ance that the best intelligence in the world 
of finance and credit is being directed co- 
operatively toward the best interests of all 
concerned.” 


CoMMON STOCKS AND THE AVERAGE MAN. 
By J. George Frederick, New York: The 
Business Bourse. $4.15. 


WHILE it contains a critical study of the 
factors which brought about the stock panic 
of last fall, the greater part of this book is 
a study of constructive facts and a manual 
of aid for the average investor-speculator, a 
term which is used throughout the book. 
The volume contains two books. The first 
deals with the principles and policies of in- 
vestment, of the new standards of value, etc. 
The second is a highly concrete manual of 
help to the average investor and contains a 
carefully worked out measuring stick for 
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judging common stocks. There is a list of 
common stocks which are good purchases 
outright for holding, and full details and 
guidance for stock-buying for the average 
man. 

Among the interesting features is the list- 
ing of various specific stocks which are good 
“buys” at the present time, as well as an- 
alysis of the various types of stocks. 

Common Stocks and the Average Man 
was chosen as “the business book of the 
month.” 


HANDBOOK OF FINANCIAL MATHEMATICS. 
By Justin H. Moore, Counsellor on Eco- 
nomic Conditions, Irving Trust Company. 
New York: Prentice-Hall, Inc. 

THROUGH the use of a new, valuable work 

entitled, Moore’s Handbook of Financial 

Mathematics, it is possible to solve many 

ordinary financial problems in four minutes 

without intricate mathematics. Naturally, 
therefore, the book will appeal strongly to 
anyone who has a financial problem. 
Accountants who work under pressure 
know the value of speed. If they are asked 
to prove that a sinking fund is properly 
set up, that bond prices and yields are cor- 
rect, or that bank discount and true dis- 


count are right, they usually want to know 
the answer in a few minutes. 

All you need to solve many ordinary 
financial problems speedily is a knowledge 


of multiplication and division, and the 
“Handbook of Financial Mathematics,” writ- 
ten by Justin H. Moore, Counsellor on Eco- 
nomic Conditions, Irving Trust Company. 

This book simplifies financial calculations 
by providing a series of formulas to fit one’s 
problems. It reduces complex problems to a 
few simple steps: (1) look up the right 
formula; (2) substitute the values of the 
particular problems; (3) simplify expression 
by means of the tables provided. The rest 
is ordinary, everyday arithmetic. 

The book illustrates each point with prac- 
tical problems, and describes all intermediate 
steps, so that one can see just how the work 
is done. Tables are provided so that simpli- 
fied values may be used directly. By this 
method virtually any ordinary financial cal- 
culation can be completed in a few minutes. 

A few of the chapter headings will serve 
to show the scope of this manual: Simple 
and Compound Interest: Present Value at 
Simple and Compound Discount; Compound 
Bank Discount; Annuities; Perpetuities; Sink- 
ing Funds; Amortization; Prices and Yields 
of Stocks and Bonds: Depreciation; The Ef- 
fects of Taxation on Bond Yields; and many 
other topics. 


THE THEORY AND PRACTICE OF FINANCE. 
Bv W. Collin Brooks. New York: Isaac 
Pitman & Sons. 

As the author is assistant editor of the 

Financial News of London, he naturally 

writes chiefly from the standpoint of English 


banking, though the principles set forth will 
be found, as a rule, general in their ap- 
plication. 

Practically the entire realm of money, 
banking and finance is brought under survey, 
the information being presented in a popular 
and interesting style. It is easier reading 
than most works on these subjects, and all 
the better for that. The method employed 
will especially help those who have hereto- 
fore been more or less mystified by the real 
or supposed intricacies of finance—a mystifi- 
cation which the author's clear story will do 
much to dispel. 


BOOKS RECEIVED 


THE BANK FOR INTERNATIONAL SETTLE’ 
MENTS. By Paul Einzig. London: Mac: 
Millan. $3. A second edition of this 
volume, which was reviewed in THE 
BANKERS MAGAZINE in March, 1930. The 
new edition has been brought up to date 
by the addition of material provided by 
the Hague Agreement. Its apendices now 
contain the full material of all official 
documents, referring to the bank, and a 
new chapter, “The Bank and (World 
Prices,” has been added. 


MoviMENTO Economico DELL'ITaAuia. Pub 
lished by the Banca Commerciale Italiana, 
Milan, and containing statistics for the 
year 1929. 


PROCEEDINGS OF THE SIXTEENTH ANNUAL 
CONVENTION OF THE MortTGAGE BANK’ 
ERS ASSOCIATION OF AMERICA, held in 
New Orleans, October 29-31, 1929. Pub- 
lished by the Association Executive Of- 
fice, Chicago. 


THE Province oF New Brunswick, Can- 
ADA—ITs NATURAL REsouRCES AND Dk- 
VELOPMENT. By L. O. Thomas, B. Sc. 
Published by the Department of the In- 
terior, Ottawa, Canada. A report show 
ing the potentialities of this province, con’ 
taining 166 pages, with 33 photographs, 
10 sketch maps and a general map in color. 


Douars FOR BULLETs. By Harold Norman 
Denny. New York: The Dial Press. 
A RESULT of a six months’ study of the 
situation in Nicaragua, supplemented by in- 
quiries in Washington and the financial dis 

trict of New York. 


EuropEAN FINANCIAL CONTROL 
OTTOMAN EMPIRE: 

A stupy of the establishment, activities and 

significance of the administration of the Ot 

toman public debt. By Donald C. Blaisdell, 

Ph. D. New York: Columbia University 


Press. 


IN THE 


Ptrsitic RELATIONS OF THE COMMISSION FOR 
RELIEF IN BELGIUM. Documents (2 vols.) 
By George I. Gay and H. H. Fisher. Palo 
Alto, Gal.: Stanford University Press. 
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RaILROAD REGULATION SINCE 1920. By 
D. Philip Locklin, Ph. D. Chicago and 
New York: A. W. Shaw Company. 


DescriBEs briefly important developments in 
the field of railway regulation occurring in 
the United States since 1920, dealing prin- 
cipally with the provisions and interpreta- 
tions of the Transportation Act of that year. 


CREDIT AND COLLECTION CORRESPONDENCE. 
By James H. Picken, M. A. Chicago and 
New York: A. W. Shaw Company. 


Sets forth the fundamentals of credit and 
collection correspondence, and shows success- 
ful types of letters and other forms of col- 
lection appeal. It also furnishes such es- 
sentials of department organization and op- 
eration as are inseparable from the proper 
handling of credit and collection corre- 
spondence. 


THE ARITHMETIC AND PRACTICE OF THE 
ForEIGN ExcHANGES. By A. G. Sugg, 
Cert. A. I. B. New York: Isaac Pitman 
@ Sons. 


DeaLs comprehensively with the arithmetical 
and other practical details of the foreign 
exchanges. 


Co-OPERATIVE MARKETING OF AGRICUL- 
TURAL Propucts. By Newel H. Comish. 
New York: D. Appleton & Co. 


A FULL examination of the problems to be 
encountered in the application of co-operative 
marketing, prepared from the standpoints of 
observation and experience. 


ANALYSIS OF INDUSTRIAL SECURITIES. By 
Carl Kraft and Louis P. Starkweather. 
op York: The Ronald Press Company. 

ss 


TuIs book shows how individual industrial 
companies may be analyzed to determine the 
desirability of their securities as investments, 
and explains and illustrates by elaborate ex- 
amples the technique used by experienced an- 
alysts. The authors describe methods to suit 
the varying needs and facilities of invest- 
ment bankers and capitalists as well as of 
—— and individual investors, large or 
small. 

Mr. Kraft is with the Federal Aviation 
Corporation and was formerly in charge of 
investigation in the buying department of 
Hambleton and Company. Mr. Starkweather 
was formerly in the industrial department 
of the Bankers Trust Company of New York. 


Wer Loox at THE Wort. By H. V. Kal- 


pater. New York: Rae D. Henkle Co. 
92.65, 


An analysis of the growing world-con- 
sciousness of the American people, and the 
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Good Bank Building 


By 
ALFRED HOPKINS 


Specialist in Bank Architecture 
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This book is a complete treatise 
on the subject, profusely illustrated 
and beautifully printed. You owe 
it to your bank to read it. $7.50 
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Send for a copy 
on approval 


BANKERS PUBLISHING CO. 
71 Murray Street, New York 
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reactions of the world to our international 
thinking by an editorial writer, lecturer on 
current events and incessant traveler. 


Tue Law or BILts, CHEQUES, NOTES AND 
IOU’S. By James Walter Smith. Revised 
by E. Borregaard. London: Effingham 
Wilson. 


AN exposition of the English law of inland 
negotiable instruments, first published in 
1859. The new edition gives a number of 
decisions which further illustrates the law, 
= also presents the changes in the stamp 
uty. 


PAMPHLETS RECEIVED 


Gotp Bar MANIPULATION IS CHIEF FACTOR 
IN COLLAPSE OF SILVER EXCHANGE HERE. 
By Professor Paquan S. Hsu. Reprinted 
from the China Press of March 27, 1930, 
this pamphlet is being distributed by the 
Bureau of Business Research, College of 
Commerce, National Central University 
of Shanghai, China. 


History AND GROWTH OF THE BANKERS 
Trust CoMPANY OF New York. Published 
by Clinton Gilbert & Co., New York, and 
containing in statistical form the growth 
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of surplus and undivided profits, growth 
of earnings and price range for the last 
ten years, a current statement, and a short 
history of the company. 


REPORT OF THE COMMITTEE ON BANK 
Costs oF THE New York STATE BANKERS 
ASSOCIATION. Results of a questionnaire 
sent to every bank in New York State 
are presented in tabulated form, by groups 
and districts. 


PROCEEDINGS OF THE CENTRAL ATLANTIC 
StaTES BANK MANAGEMENT CONFER- 
ENCE. Published by the Commission of 
Banking Fractices and Clearinghouse Func- 
tions, American Bankers Association. 


FACTS AND FIGURES OF THE AUTOMOBILE 
INDusTRY, 1930 edition. Published by the 
National Automobile Chamber of Com- 
merce. Contains extensive data on pro- 
duction, employment, farm use of cars, 
food haulage by truck, world registration, 
taxation, and highways. 


TYPES AND FORMS OF INSURANCE FOR 
BANKS., Prepared and recommended by 
the educational committee of the Wiscon- 
sin Bankers Association. 


SEASONAL AND CYCLICAL MOVEMENTS OF 
THE LOANS AND INVESTMENTS OF CHI- 
caGoO BaNKs. Published by the Bureau 
of Business Research, College of Com- 
merce and Business Administration, Uni- 
versity of Illinois, Urbana. 


PROCEEDINGS OF THE ELEVENTH MIp- 
WINTER TRUST CONFERENCE. Published 
by the Trust Company Division of the 
American Bankers Association. 


PROCEEDINGS OF THE PACIFIC NORTHWEST 
BANK MANAGEMENT CONFERENCE. Pub- 
lished by the Commission on Banking 
Practices and Clearinghouse Functions of 
the American Bankers Association. 


RECENT ECONOMIC DEVELOPMENT IN Ev- 
ROPE. The April 10 issue of Current 
Economic Briefs published by Ames, Em- 
erich & Co., Inc., Chicago. 


A Survey oF INVESTMENT Trusts. Pre- 
ared by Analyst Associates, Inc., New 
Fork. Points out important factors which 
should be considered in purchasing in- 
vestment trust stocks. The companies in- 
cluded are only those listed on the New 
York Stock Exchange. 


A Livinc Wace. By Herbert J. Weber. 
Published by Webb-Linn Printing Co., 
Chicago. Explaining that a perpetually 
increasing minimum wage, created at the 
expense of no one, is a practicable pos- 
sibility. 


PROCEEDINGS OF THE THIRD SOUTHERN | 
Trust CONFERENCE. Published by the 
Trust Company Division, American” 
Bankers Association. a 


Co-OPERATIVE MARKETING ACTIVITIES IN. 
Business. Published by the Policyholders 
Service Bureau, Metropolitan Life Insure 
ance Company, New York. The results” 
of an investigation by the Policyholders: 
Service Bureau. 4 


PROCEEDINGS OF THE SOUTHERN BANK. 
MANAGEMENT CONFERENCE. Published 
by the Commission of Banking Practiongy 
American Bankers Association. 


PROCEEDINGS OF THE TRUST DEVELOPMENT 
CONFERENCE. Published by the Equitableg 
Trust Company of New York. 


NEWS BOOKS 


Custom House Guipe. New York: Cus” 
tom House Guide, Custom House. $5.15. ~ 
Sixty-ninth edition, which includes new ™ 
United States Customs Tariff complete ~ 
Act and a special alphabetical index of 
20,000 commodities with individual rates © 
of ‘duties, etc., compiled by customs experts. © 


THE Economics oF Money, CREDIT AND | 
BANKING. By F. Cyril James. New York: ” 
Ronald Press. $4.15. 


THE GENERAL PUBLIC'S CON: | 
CEPTION OF A BANKER 


Deduced from a Study of Cartoons and © 
Similar Indicators ; 


1. That undiluted ice-water cou 
through his veins and congeals instantly 
the mention of a loan. i. 

2. That the most vital feature of a teller'® 
duties is to watch for counterfeit notes, 
that if he does find one he is promote 
immediately. % 

3. That it would be a betrayal of his 

rofession for him to smoke anything 0 
eos cigars, and that he is characteristically” 
of, let us say, a mature figure. 

4. That, although he may be a firm 
of his family and a gene figure i 
the financial world, he would be entire 
helpless without his faithful secretary — 
Chase. 


Banker: So you are a locksmith—h to 
you ever opened a safe before? ; 

Workman: Yes, sir. 

Banker: Alone? 

Workman: Of course, the other two keg 
guard down below.—Der Brummer, Berli 
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